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PUBLIC  HOUSING:  VACANT  UNITS,  WASTED 

FEDERAL  DOLLARS 


TUESDAY,  MARCH  22,  1994 

House  of  Representatives, 
Employment,  Housing,  and  Aviation  Subcommittee 

OF  THE  Committee  on  Government  Operations, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:02  a.m.,  in  room 
2247,  Raybum  House  Office  Building,  Hon.  Collin  C.  Peterson 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Collin  C.  Peterson,  Floyd  H.  Flake, 
Karen  L.  Thurman,  William  H.  Zeliff,  Jr.,  and  Christopher  Shays. 

Also  present:  Wendy  Adler,  professional  staff  member;  June 
Saxton,  clerk;  and  Joe  McHugh,  minority  professional  staff,  Com- 
mittee on  Government  Operations. 

OPENING  STATEMENT  OF  CHAIRMAN  PETERSON 

Mr.  Peterson.  This  hearing  will  come  to  order. 

We  asked  both  the  House  Banking  Committee  and  the  Appro- 
priations Committee,  who  have  authorizing  authority  and  also  pay 
for  these  public  housing  programs,  to  participate  in  today's  hear- 
ings and,  initially,  they  showed  a  little  interest  but,  eventually, 
they  declined.  Maybe  that  is  part  of  the  reason  why  we  have  to 
hold  these  hearings  on  mismanagement  and  waste  of  public  hous- 
ing funds — I  don't  know. 

Since  1979  troubled  public  housing  authorities  have  been  a  seri- 
ous problem,  especially  in  large  urban  areas.  At  today's  hearing, 
the  HUD  inspector  general  will  detail  the  findings  of  a  recent  re- 
port which  reviews  11  large  troubled  public  housing  authorities. 
The  report's  findings  are  alarming — the  condition  and  quality  of 
public  housing  is  declining  while  operating  costs  are  escalating. 

The  inspector  general  has  been  reporting  these  same  problems  to 
HUD  for  over  a  decade.  Troubled  housing  authorities  fail  to  ren- 
ovate thousands  of  vacant  units  while  tens  of  thousands  of  people 
languish  on  waiting  lists.  Many  of  these  housing  authorities  are 
plagued  by  mismanagement,  poor  oversight  and  revolving  door 
leadership.  These  problems  hurt  public  housing  residents  who  con- 
tinue to  live  in  deplorable  and  unsafe  housing. 

While  troubled  housing  authorities  represent  only  1  percent  of  all 
authorities,  they  control  20  percent  of  the  housing  units.  They  re- 
ceive over  a  quarter  of  the  $6  billion  in  operating  and  moderniza- 
tion funds  that  HUD  allocates  every  year. 

Currently  there  are  105  housing  authorities  that  are  on  HUD's 
troubled  list — 18  of  them  are  in  large  cities. 
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Local  officials  are  entrusted  with  operating  these  housing  au- 
thorities, but  it  is  Federal  money  that  is  being  wasted  and  mis- 
managed to  the  tune  of  tens  of  millions  of  dollars. 

It  is  possible  to  run  public  housing  effectively.  We  have  the  ex- 
amples of  that  all  over  the  country.  And  most  of  the  more  than 
3,300  public  housing  authorities  across  this  country  are  run  effi- 
ciently. For  example,  the  New  York  City  Housing  Authority,  which 
manages  157,000  housing  units,  has  a  vacancy  rate  of  less  than  1 
percent. 

At  this  hearing,  we  will  examine  why  troubled  housing  authori- 
ties violate  HUD  rules  and  regulations  and  violate  them  for  years. 
We  also  explore  why  HUD  in  most  instances  has  not  aggressively 
intervened.  For  example,  for  the  13  years  between  1979  and  1992, 
10  housing  authorities  in  major  cities  remained  on  HUD's  troubled 
list.  In  only  two  of  these  cases  did  HUD  replace  the  management 
of  these  housing  authorities. 

One  sad  example  of  lingering  troubles  is  the  Washington,  DCs 
Department  of  Public  and  Assisted  Housing  [DPHA].  When  HUD's 
list  to  identify  troubled  housing  authorities  was  created  15  years 
ago,  DPHA  was  put  on  it  and  it  has  never  gotten  off.  DPAH  is  typi- 
cal of  troubled  housing  authorities.  It  has  a  20  percent  vacancy 
rate  while  there  are  more  11,300  people  on  the  waiting  list  for  pub- 
lic housing.  It  has  failed  to  spend  more  than  $72  million  in  Federal 
funds  designated  to  renovate  units.  The  maintenance  staff  is  in  a 
shambles. 

What  type  of  action  has  HUD  taken  with  DPAH  over  the  last  15 
years.  HUD  was  lent  DPAH  staff,  withheld  funding  and  at  times 
provided  additional  funds.  HUD  has  obtained  promises  for  im- 
provements in  writing.  None  of  these  methods  have  worked.  Last 
year,  an  advocacy  gproup  filed  a  lawsuit  claiming  that  DPAH  mis- 
managed its  vacant  public  housing.  The  lawsuit  resulted  in  a  court 
order  that  required  the  appointment  of  an  outside  expert  to  study 
the  department  and  report  on  how  it  could  be  improved.  The  report 
was  issued  this  past  January.  To  date,  not  much  has  changed. 

The  critical  question  is:  Why  hasn't  HUD  taken  over  the  manage- 
ment of  DPAH?  HUD  can  appoint  a  private  management  company 
to  run  the  housing  authority  or  a  part  of  it — such  as  the  mainte- 
nance department  or  some  specific  complex. 

The  inspector  general's  report  calls  on  HUD  to  "act  decisively 
and  forcefully  to  remove  housing  authority  management  when  all 
else  fails."  HUD  emphasizes  monitoring  and  technical  assistance, 
but  that  approach  will  never  probably  address  problems  like  pa- 
tronage, financial  mismanagement,  and  a  poorly  organized  mainte- 
nance program.  These  problems  require  a  complete  overhaul. 

As  the  administration  calls  for  a  "three  strikes  and  you're  out 
policy"  for  crime,  we  should  also  set  standards  for  public  housing. 
We  should  give  housing  authorities  no  more  than  5  years  to  clean 
up  their  act.  If  local  officials  cannot  turn  the  situation  around  in 
that  amount  of  time,  then  they  should  be  out.  A  new  management 
team  should  be  able  to  take  over.  We  need  to  run  these  public 
housing  projects  more  like  a  business.  The  second  issue  that  this 
hearing  will  address  affects  all  housing  authorities  whether  they 
are  troubled  or  not.  It  is  the  one-for-one  replacement  requirement. 
Current  law  requires  that  for  every  unit  that  is  disposed  of  or  de- 


molished,  a  replacement  unit  must  be  built  or  a  housing  certificate 
must  be  issued.  The  intent  of  this  law — to  preserve  the  stock  of 
low-income  housing — is  important,  and  I  think  we  all  agree  with 
that.  But  the  law  itself  causes  problems. 

It's  a  catch  22.  Housing  authorities  can't  demolish  buildings  un- 
less they  can  replace  every  unit,  but  there  isn't  enough  develop- 
ment money  to  replace  those  units.  Therefore,  many  buildings  re- 
main vacant  or  mostly  vacant  for  years.  These  deteriorating  build- 
ings become  a  hazard  to  the  neighborhood.  They  increase  urban 
blight,  drugs,  and  crime  in  and  around  this  public  housing. 

For  example,  in  Philadelphia's  Raymond  Rosen  project  there  are 
currently  four  highrises  out  of  eight  that  are  completely  vacant. 
One  of  the  four  buildings  was  cited  by  local  inspectors  as  being  in 
danger  of  collapse.  Children  have  died  in  Philadelphia  because  of 
these  vacant  buildings.  A  building  collapsed  on  a  boy  in  1987  and 
a  boy  was  found  dead  in  a  vacant  highrise  building  in  1992. 

Federal  funds  are  wasted  because  under  current  law,  housing  au- 
thorities receive  HUD  operating  funds  for  vacant  units  even  if 
those  units  are  in  completely  empty  buildings.  Housing  authorities 
can't  use  the  subsidies  they  receive  for  the  vacant  units  to  rebuild 
units  or  for  housing  vouchers  or  for  certificates. 

The  inspector  general  will  report  that:  Since  1987,  the  Cuyahoga, 
OH  Housing  Authority  has  received  over  $47  million  in  operating 
subsidies  to  maintain  vacant  units,  and  the  Newark  Housing  Au- 
thority received  over  $17  million  dollars  in  operating  subsidies 
from  HUD  for  several  buildings  that  were  closed  or  sealed. 

At  this  hearing,  we  will  also  examine  other  Federal  policies 
which  we  think  waste  Federal  dollars.  Funds  for  new  construction 
are  scarce  and  competitive,  and  housing  authorities  can  only  use 
their  modernization  funds  for  renovations.  Many  times  this  forces 
housing  authorities  to  do  what  is  the  most  expensive  option — to 
renovate  rather  than  to  rebuild. 

In  New  Orleans,  LA,  the  housing  authority  spent  $24  million 
more  to  renovate  a  project  than  it  would  have  cost  if  they  had  built 
that  project  from  scratch.  Two  independent  contractors  had  advised 
against  renovating  this  complex,  one  of  the  reason  is  because  it  was 
built  on  a  swamp. 

In  dealing  with  these  issues  today,  my  hope  is  that  we  can  effect 
fundamental  changes  which  both  the  Federal  taxpayers  and  the 
public  housing  residents  deserves.  And  unless  I  hear  testimony 
here  today  that  changes  my  mind,  I  plan  to  introduce  a  bill  after 
this  hearing  that  would  do  three  things. 

It  would  abolish  the  one-for-one  replacement  rule;  it  would  allow 
public  housing  authorities  to  use  their  development  funds  for  new 
construction  if  it  costs  the  same  or  less  than  to  renovate;  and  if  a 
troubled  public  housing  authority  does  not  improve  within  5  years, 
require  HUD  to  turn  the  authority  over  to  private  management. 

And,  lastly,  I  would  say  that  it  is  too  bad  that  we  weren't  able 
to  work  out  a  joint  hearing  today  with  the  Banking  Committee  and 
with  the  Appropriations  Committee  because  I  think  they  need  to 
focus  on  this  and  they  ought  to  be  here  to  hear  some  of  the  prob- 
lems that  have  been  caused  by  these  policies,  and  I  think  they 
could  have  probably  learned  something.  But,  hopefully,  after  this 


hearing  maybe  we'll  have  more  of  an  opportunity  to  interact  with 
them. 

I  would  like  to  recognize  Mr.  Flake,  who  is  on  the  Banking  Com- 
mittee, for  his  leadership  on  this  issue  and  he  is  one  member  of 
that  committee  that  has  been  paying  attention  and  we  appreciate 
what  he's  been  doing  and  I  am  glad  that  you  are  able  to  be  with 
us  today.  Congressman,  and  if  you  have  a  statement,  I  would  yield 
to  you. 

[The  prepared  statement  of  Mr.  Peterson  follows:] 


OPENING  STATEMENT 

COLLIN  C.  PETERSON,  CHAIRMAN 

EMPLOYMENT,  HOUSING  AND  AVIATION  SUBCOMMITTEE 

March  22,  1994 

We  asked  both  the  House  Banking  and  Appropriations  Committees, 
who  have  been  authorizing  and  paying  for  public  housing  programs 
to  participate  in  today's  hearing,  but  they  declined.  Maybe  that 
is  part  of  the  reason  we  have  to  hold  this  hearing  on  the 
mismanagement  and  waste  of  public  housing  funds. 

Since  1979  troubled  Public  Housing  Authorities  have  been  a 
serious  problem,  especially  in  large  urban  areas.  At  today's 
hearing,  the  HUD  Inspector  General  will  detail  the  findings  of  a 
recent  report  which  reviews  11  large  troubled  public  housing 
authorities.  The  report's  findings  are  alarming  —  the  condition 
and  quality  of  public  housing  is  declining  while  operating  costs 
are  escalating. 

The  Inspector  General  has  been  reporting  these  same  problems 
to  HUD  for  a  decade.  Troubled  housing  authorities  fail  to 
renovate  thousands  of  vacant  units  while  tens  of  thousands  of 
people  languish  on  waiting  lists.  Many  of  these  housing 
authorities  are  plagued  by  mismanagement,  poor  oversight  and 
revolving  door  leadership.  These  problems  hurt  public  housing 
residents  who  continue  to  live  in  deplorable  and  unsafe  housing. 

While  troubled  housing  authorities  represent  only  1%  of  all 
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authorities,  they  control  20%  of  the  housing  units.  They  receive 
over  a  quarter  of  the  $6  billion  dollars  in  operating  and 
modernization  funds  HUD  allocates  every  year.  Currently  there  are 
105  housing  authorities  that  are  on  HUD's  troubled  list  —  18  of 
them  are  in  large  cities. 

Local  officials  are  entrusted  with  operating  these  housing 
authorities.  But  it  is  federal  money  that  is  being  wasted  and 
mismanaged  to  the  tune  of  tens  of  millions  of  dollars. 

It  is  possible  to  run  public  housing  effectively.  Most  of  the 
more  than  3,300  public  housing  authorities  across  the  nation  are 
run  efficiently.  For  example,  the  New  York  City  Housing  Authority, 
which  manages  157,000  housing  units,  has  a  vacancy  rate  of  less 
than  1%. 

At  this  hearing,  we  will  examine  why  troubled  housing 
authorities  violate  HUD  rules  and  regulations  for  years.  We  will 
also  explore  why  HUD  in  most  instances  has  not  aggressively 
intervened.  For  example,  for  the  thirteen  years  between  1979  and 
1992,  10  housing  authorities  in  major  cities  remained  on  HUD's 
troubled  list.  In  only  two  of  these  cases  did  HUD  replace  the 
management  of  the  housing  authority. 

One  sad  example  of  lingering  troubles  is  Washington,  D.C. 's 
Department  of  Public  and  Assisted  Housing  (DPAH) .  When  HUD's  list 


to  identify  troubled  housing  authorities  was  created  15  years  ago, 
DPAH  was  put  on  it  and  has  never  gotten  off.  DPAH  is  typical  of 
troubled  housing  authorities.  It  has  a  20%  vacancy  rate  while 
there  are  more  than  11,300  people  on  the  waiting  list  for  public 
housing.  It  has  failed  to  spend  more  than  $72  million  dollars  in 
federal  funds  designated  to  renovate  units.  The  maintenance  staff 
is  in  a  shambles. 

What  type  of  action  has  HUD  taken  with  DPAH  over  the  last  15 
years?  HUD  has  lent  DPAH  staff,  withheld  funding  and  at  times 
provided  additional  funds.  HUD  has  obtained  promises  for 
improvements  in  writing.  None  of  these  methods  have  worked.  Last 
year,  an  advocacy  group  filed  a  lawsuit  claiming  that  DPAH 
mismanaged  its  vacant  public  housing.  The  lawsuit  resulted  in  a 
court  order  that  required  the  appointment  of  an  outside  expert  to 
study  the  department  and  report  on  how  it  could  be  improved.  The 
report  was  issued  this  past  January.  To  date,  nothing  has  changed. 

The  critical  question  is:  why  hasn't  HUD  taken  over  the 
management  of  DPAH?  HUD  can  appoint  a  private  management  company 
to  run  the  housing  authority  or  a  part  of  it  —  such  as  the 
maintenance  department  or  a  specific  complex. 

The  Inspector  General's  report  calls  on  HUD  to  "act  more 
decisively  and  forcefully  to  remove  housing  authority  management 
when  all  else  fails."  HUD  emphasizes  monitoring  and  technical 
assistance,  but  this  approach  will  never  address  problems  like 
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patronage,   financial   mismanagement   and   a   poorly   organized 
maintenance  program.   These  problems  require  a  complete  overhaul. 

As  the  Administration  calls  for  a  'three  strikes  you're  out 
policy'  for  crime,  we  should  also  set  standards  for  public  housing. 
We  should  give  housing  authorities  no  more  than  five  years  to  clean 
up  their  act.  If  local  officials  cannot  turn  the  situation  around 
in  that  amount  of  time,  then  they're  out.  A  new  management  team 
can  then  take  over.  We  need  to  run  public  housing  more  like  a 
business. 

The  second  issue  this  hearing  will  address  affects  all  housing 
authorities  whether  troubled  or  not.  It  is  the  one-for-one 
replacement  requirement.  Current  law  requires  that  for  every  unit 
that  is  disposed  of  or  demolished,  a  replacement  unit  must  be  built 
or  a  housing  certificate  must  be  issued.  The  intent  of  the  law  - 
-  to  preserve  the  stock  of  low-income  housing  —  is  important. 
But  the  law  causes  problems. 

It's  a  Catch  22.  Housing  authorities  can't  demolish  buildings 
unless  they  can  replace  every  unit.  But  there  isn't  enough 
development  money  to  replace  the  units.  Therefore,  many  buildings 
remain  vacant  or  mostly  vacant  for  years.  These  deteriorating 
buildings  become  a  hazard  to  the  neighborhood.  They  increase  urban 
blight,  drugs  and  crime  in  and  around  public  housing. 


For  example,  in  Philadelphia's  Raymond  Rosen  project  there 
are  currently  four  high-rises  out  of  eight  that  are  completely 
vacant.  One  of  the  four  buildings  was  cited  by  local  inspectors 
as  being  in  danger  of  collapse.  Children  have  died  in  Philadelphia 
because  of  these  vacant  buildings.  A  building  collapsed  on  a  boy 
in  1987  and  a  boy  was  found  dead  in  a  vacant  high  rise  building  in 
1992. 

Federal  funds  are  wasted  because  under  current  law,  housing 
authorities  receive  HUD  operating  funds  for  vacant  units  even  if 
these  units  are  in  completely  empty  buildings.  Housing  authorities 
can't  use  the  subsidies  they  receive  for  the  vacant  units  to 
rebuild  units  or  for  housing  vouchers  or  certificates. 

The  Inspector  General  will  report  that: 

— since  1987,  the  Cuyahoga,  Ohio  Housing  Authority  has 
received  over  $47  million  dollars  in  operating  subsidies  to 
maintain  vacant  units 

— the  Newark  Housing  Authority  received  over  $17  million 
dollars  in  operating  subsidies  from  HUD  for  several  buildings  that 
were  closed  or  sealed 

At  this  hearing,  we  will  examine  other  Federal  policies  which 
waste  Federal  dollars.  Funds  for  new  construction  are  scarce  and 
competitive,  and  housing  authorities  can  only  use  their 
modernization  funds  for  renovations.    Many  times  this  forces 
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housing  authorities  to  do  what  is  the  most  expensive  option  —  to 
renovate  rather  than  rebuild. 

In  New  Orleans,  Louisiana,  the  Housing  Authority  spent  $24 
million  dollars  more  to  renovate  a  project  than  it  would  have  cost 
to  build  it  from  scratch.  Two  independent  contractors  had  advised 
against  renovating  this  complex,  which  is  built  on  a  swamp. 

In  dealing  with  these  issues  today,  my  hope  is  that  we  can 
effect  fundamental  changes  which  both  federal  taxpayers  and  public 
housing  residents  deserve.  Unless  I  hear  testimony  today  that 
changes  my  mind  I  plan  to  introduce  a  bill  after  this  hearing  that 
would  do  three  things: 

1.  abolish  the  one-for-one  replacement  rule; 

2.  allow  public  housing  authorities  to  use  their  development 
funds  for  new  construction  if  it  costs  the  same  or  less  than  to 
renovate ;  and 

3.  if  a  troubled  public  housing  authority  does  not  improve 
within  5  years,  require  HUD  to  turn  the  authority  over  to  private 
management. 

It  is  too  bad  the  Banking  and  Appropriations  Committees 
weren't  with  us  today  —  they  could  have  learned  something.  I 
imagine  we  will  probably  get  their  attention  after  I  introduce  this 
bill. 
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Mr.  Flake.  Thank  you  very  much,  Mr.  Chairman,  and  thank  you 
for  the  opportunity.  I,  too,  am  saddened  in  some  respects  that  my 
subcommittee  witnin  banking,  oversight,  and  investigation  had  to 
withdraw  as  one  of  the  sponsors  of  this  particular  hearing  and  I 
think  perhaps  what  has  happened  over  the  last  few  days,  and  tran- 
spired in  remionship  to  that  issue,  it  may  attribute,  in  large  meas- 
ure, to  some  of  the  reasons  we  have  these  problems  in  the  first 

place. 

We  get  into  these  jurisdictional  battles,  and  in  many  instances 
the  long  term  best  interest  of  the  American  people  is  not  served, 
but  I  am  here  because  I  am  committed  as  a  member  of  the  Govern- 
ment Operations  Committee,  as  well,  in  trying  to  make  sure  that 
resources  that  are  being  expended  in  the  best  possible  means. 

Several  pieces  of  legislation,  including  my  MINX  Program  of  sev- 
eral years  ago,  which  is  somewhat  effective  now  in  Chicago,  and 
had  been  anticipated  as  allowing  us  to  open  up  some  new  processes 
to  be  able  to  attack  some  of  the  problems  that  we  are  trying  to  ad- 
dress here. 

It  has  not  had  as  widespread  acceptance.  Vince  Lane  in  Chicago 
has  felt  that  it  was  a  good  program  and  I  think  if  it  can  work  in 
Chicago,  it  was  designed  to  work  in  other  cities.  It  could  help  to 
resolve  some  of  these  problems. 

But  I  think  what  we  encounter,  not  only  with  the  MINX  Program 
but  with  all  other  programs  that  we  try  to  do  new,  in  the  area  of 
public  housing  is  theres  generally  an  attitude  that  this  is  an  arena 
that  the  problems  are  so  great  that  we  cannot  resolve  them.  A  por- 
tion of  my  district.  Far  Rockaway,  in  particular,  has  so  many  units 
of  public  housing,  more  than  15,000  dumped  in  one  location,  people 
seem  to  forget  that  when  you  put  that  much  public  housing  and 
saturate  an  area  that  way,  you  bring  with  it  a  myriad  of  social 
problems  that  cannot  be  resolved. 

Many  of  the  persons,  single  family  heads  of  household,  many  per- 
son who  are  Medicaid  recipients  and  yet  in  that  particular  area 
there  is  not  one  Medicaid  recipient  doctor.  So  there  is  a  myriad  of 
other  kinds  of  services  that  are  necessary  to  support  public  hous- 
ing. 

I  think  that  as  we  dig  deeper  we  are  going  to  find  that  not  only 
in  the  areas  that  you've  already  mentioned,  Philadelphia  and  New 
Orleans,  but  I  think  that  we  will  find  in  most  areas  that  because 
of  the  bureaucratic  and  technocratic  tendencies  of  those  who  con- 
sider themselves  to  be  professionals  in  public  housing  and  are  real- 
ly nothing  more  than  professional  public  housing  managers  in  a 
very  traditional  limited  kind  of  scope.  That  we  will  discover  that 
not  only  is  their  gross  corruption  throughout,  but  there  is  gp'oss 
mismanagement,  not  because  they  necessarily  consider  themselves 
mismanaging,  but  they  just  don't  know  better  and  don't  want  to  lis- 
ten to  anybody. 

Any  new  ideas  are  almost  rejected  out  of  hand,  which  is  why  I 
commend  persons  like  this  Vince  Lane  because,  at  least,  he  has  an 
understanding  that  the  problem  cannot  be  solved  with  old  solu- 
tions. And  I  think  that  what  we  are  trying  to  do  in  this  hearing 
is  trying  to  move  toward  an  opportunity  to  offer  some  new  solu- 
tions to  old  problems  and,  hopefully,  to  be  able  to  make  public 
housing  what  it  has  always  been  and  that  is  transitional  housing. 
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Also,  Mr.  Chairman,  I  would  like  for  us  to  also  be  reminded  that 
no  matter  what  we  do  in  public  housing,  if  we  are  not  prepared  to 
open  up  the  chute  so  that  we  might  create  more  affordable  housing 
so  that  persons  who  are  living  in  public  housing,  who  can  afford 
to  pay  a  mortgage,  because  the  amount  of  money  that  they're  pay- 
ing currently  in  public  housing  would  suggest  that  they  can.  They 
are  paying  rent,  they're  paying  their  other  bills  on  time.  I've  talked 
to  banks,  I've  talked  to  FNMA  and  others  about  creating  some  kind 
of  pool  to  allow  these  people  to  be  able  to  have  down  pa5rments  be- 
cause they  cannot  live  hand  to  mouth  and,  at  the  same  time,  de- 
velop assets. 

If  we  could  find  ways  to  move  them  out  of  public  housing  then 
we  can  solve  a  great  deal  of  the  problems  that  we  face  even  in  the 
homeless  crisis  that  is  before  us  because  we  then  can  move  those 
people  into  what  has  traditionally  been  transitional  housing. 

Transitional  has  now  become  permanent  and  a  part  of  the  prob- 
lems we  experience  with  drugs  and  all  of  the  other  kind  of  crime 
problems  are  related  to  the  fact  that  too  many  people  are  staying 
too  long  in  what  was  intended  to  be  a  transitional  process,  moving 
people  through  a  level  in  their  life  when  they  could  ultimately 
move  to  the  point  of  home  ownership. 

And,  lastly,  Mr.  Chairman,  as  a  community  developer  who  has 
been  responsible  for  developing  almost  $20  million  worth  of  various 
kinds  of  housing,  I  think  we  have  to  be  very  clear  that  those  who 
would  argue  that  public  housing  can  only  be  built  in  certain  com- 
munities really  don't  understand  that  there  are  fertile  fields  of  op- 
portunity everywhere  and  that  all  of  America  has  a  responsibility 
to  share  in  the  process  of  us  trying  to  create  the  mechanisms  that 
allow  people  to  participate  in  the  American  dream  ultimately  to 
home  ownership  but,  perhaps,  transitionally  having  to  move  to  a 
public  housing  setting. 

And  so  I  would  hope  that  out  of  this  hearing  we  develop  enough 
evidence  to  move  toward  some  inclusion  in  the  housing  bill  which, 
certainly,  I  will  be  a  part  of  helping  to  create  within  the  Banking 
Committee  so  that  we  can  resolve  many  of  the  problems  that  are 
before  us  here. 

I  welcome  those  who  are  the  panelists  this  morning  and  look  for- 
ward to  hearing  you  for  as  long  as  I  could  stay. 

As  you  know,  in  this  reinvented  government,  they're  talking 
about  how  to  get  us  to  the  point  where  we  don't  have  four  hearings 
at  10  o'clock  on  Tuesday  morning — ^that's  my  case  today — and  sev- 
eral of  them  are  in  Banking,  so  I  will  be  going  in  and  out,  but  I 
look  forward  to  having  the  transcripts  and  seeing  the  testimony 
and  knowing  what  we  could  do. 

Thank  you  very  much. 

I  )deld  back,  Mr.  Chairman. 

Mr.  Peterson.  Well,  thank  you. 

We,  as  I  say,  appreciate  the  gentleman  from  New  York's  help  an 
leadership  on  this  issue.  I  appreciate  that  and  the  staff  does,  and 
we  look  forward  to  working  with  you  as  we  proceed. 

I  now  recognize  the  honorable  gentleman  from  New  Hampshire, 
the  ranking  member  of  the  subcommittee  for  a  statement. 

Mr.  Zeliff.  Thank  you,  Mr.  Chairman. 
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I  thank  you  for  convening  this  hearing  today.  It  is  clear  to  me 
that  significant  parts  of  our  pubHc  housing  prog^'ani  are  in  deep, 
deep  trouble. 

The  testimony  we  will  hear  ft-om  HUD's  inspector  general  is  an 
indicting  report  of  promises  unmet,  wasted  taxpayer  dollars,  dete- 
riorating living  conditions,  and  a  system  clinging  on  to  outdated 
and  counterproductive  housing  policies. 

Further  information  provided  to  us  by  HUD  indicates  that  some 
PHA's  such  as  the  District  of  Columbia,  Chicago,  Detroit,  and  New 
Orleans  have  been  deemed  "troubled"  since  1970. 

Vacancy  rates  at  a  number  of  these  troubled  housing  authorities 
exceeds  25  percent  at  any  given  time  and  rents  go  on  routinely  un- 
collected. 

In  addition,  the  American  taxpayer  continues  to  pour  money  into 
these  troubled  authorities,  money  which  in  part  subsidizes  empty 
housing  units. 

As  you  said,  Mr.  Chairman,  these  105  PHA's  drain  nearly  a 
quarter  of  the  $6  billion  appropriated  for  all  3,300  PHA's. 

HUD  has  the  statutory  authority  to  move  in,  take  charge  of  dys- 
functional PHA's,  and  turn  management  over  to  a  third  party.  Yet, 
HUD  has  only  elected  to  do  this  seven  times  in  the  past  14  years. 

This  administration  has  stated  it  will  make  housing  problems  a 
top  priority.  However,  in  the  President's  budget  for  fiscal  year 
1995,  this  administration  elected  to  slash  funding  for  moderniza- 
tion and  severely  distressed  public  housing  programs  by  nearly 
$1.1  billion.  This  indicates  to  me  that  HUD  is  interested  in  doing 
little  more  than  just  muddle  through  on  the  program. 

Mr.  Chairman,  getting  a  handle  on  this  problem  will  require 
nothing  short  of  vision  and  much  boldness.  I  did  not  see  much  of 
that  in  Assistant  Secretaiy  Shuldiner's  testimony  and  can  only 
hope  he  is  saving  the  thunder  and  lightning  for  his  oral  statement. 

I  also  will  be  interested  in  knowing  why  his  progn^ams  fared  so 
badly  in  the  recent  budget  go-round.  What  I  hope  we  will  not  hear 
today  is  the  sorry  old  refrain,  "we're  working  on  it,"  or  "give  us 
more  time,"  because  we've  been  working  on  it  and  we've  run  out 
of  time.  And,  frankly,  in  the  day  of  dimmishing  resources  and  the 
need  for  accountability,  we  need  a  plan  and  we  need  some  answers. 
We  need  to  know  what  is  wrong  and  what  we're  going  to  do  about 
it. 

I  thank  you  again  for  calling  the  hearing,  and  look  forward  to  the 
testimony. 

[The  prepared  statement  of  Mr.  Zeliff  follows:] 


14 


STATEMENT  OF  REP.  BILL  ZELIFF 

HEARING  BEFORE  THE  SUBCOMMITTEE  ON  EMPLOYMENT, 
HOUSING  AND  AVIATION  SUBCOMMITTEE 

THE  TROUBLED  PLAGUED  PUBLIC  HOUSING  AUTHORITIES 

MARCH  22,  1994 


15 

Mr.  Chairman,  I  thank  you  for  convening  this  hearing  today. 

It  is  clear  to  me  that  significant  parts  of  our  public 
housing  program  are  in  deep,  deep  trouble.   The  testimony  we  will 
hear  from  HUD's  Inspector  General  is  an  indicting  report  of 
promises  unmet,  wasted  taxpayer  dollars,  deteriorating  living 
conditions,  and  a  system  clinging  on  to  outdated  and 
counterproductive  housing  policies.   Further  information  provided 
to  us  by  HUD,  indicates  that  some  PHAs  such  as  the  District  of 
Columbia,  Chicago,  Detroit,  and  New  Orleans  have  been  deemed 
"troubled"  since  1979. 

Vacancy  rates  at  a  number  of  these  troubled  housing 
authorities  exceeds  25%  at  any  give  time  and  rents  go  routinely 
uncollected. 

In  addition,  the  American  taxpayer  continues  to  pour  money 
into  these  troubled  authorities,  money  which  in  part  subsidizes 
empty  housing  units.   These  105  troubled  PHAs  drain  nearly  one- 
quarter  of  the  $6  billion  appropriated  for  all  3300  PHAs.   HUD 
has  the  statutory  authority  to  move  in,  take  charge  of 
dysfunctional  PHAs,  and  turn  management  over  to  a  third  party. 
Yet,  HUD  has  only  elected  to-do  this  seven  times  in  the  past 
fourteen  years. 

This  Administration  has  stated  it  will  make  housing  problems 
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a  top  priority.   However,  in  the  President's  budget  for  Fiscal 
Year  1995,  this  Administration  elected  to  slash  funding  for 
Modernization  and  Severely  Distressed  public  housing  programs  by 
nearly  $1.1  billion.   This  indicates  to  me  that  HUD  is  interested 
in  doing  little  more  than  just  muddle  through  on  this  problem. 

Mr.  Chairman,  getting  a  handle  on  this  problem  will  require 
nothing  short  of  vision  and  boldness.   I  did  not  see  much  of  that 
in  Assistant  Secretary  Schuldiner  testimony  and  can  only  hope  he 
is  saving  the  thunder  and  lighting  for  his  oral  statement. 

I  will  also  be  interested  in  knowing  why  his  programs  fared 
so  badly  in  the  recent  budget  go  around.   What  I  hope  we  will  not 
hear  today  is  the  sorry  old  refrain  of  "we're  working  on  it", 
give  us  more  time."   We  have  been  working  on  it  and  we  have  run 

out  of  time. 
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Mr.  Peterson.  I  thank  the  gentleman  for  his  statement. 

Next,  we  have  the  gentlelady  from  Florida,  who  has  been  here 
holding  down  the  fort  since  9:45.  We  appreciate  you  for  that. 

Do  you  have  a  statement  for  the  record? 

Mrs.  Thurman,  Mr.  Chairman,  no,  because  I  think  it  is  more  im- 
portant that  we  have  the  time  for  the  testimony. 

Mr.  Peterson.  Very  good.  We  appreciate  that. 

So  we  will  welcome  our  first  panel,  the  witnesses,  Ms.  Susan 
Gaffney,  inspector  general  with  the  Department  of  Housing  and 
Urban  Development  who  is  accompanied  by  Edward  Momorella. 

Mr.  Momorella.  Momorella. 

Mr.  Peterson.  Momorella,  who  is  a  regional  inspector  general 
for  audit,  and  Jacqueline  Willi  am  s-Bridgers,  the  Associate  Director 
for  Housing  and  Community  Development  Issues  with  the  Greneral 
Accounting  Office,  who  is  accompanied  my  Eric  Marts. 

And,  again,  we  apologize  for  not  having  your  name  tags,  but  well 
be  able  to  figure  out  who  you  are. 

As  you  are  aware,  it  is  the  custom  on  the  Government  Oper- 
ations Committee,  which  are  investigative  hearings,  to  swear  in  all 
witnesses.  And  do  any  of  you  have  any  objection  to  being  sworn  in. 
If  not,  would  you  please  stand  and  raise  your  right  hands. 

I)o  you  swear  to  tell  the  truth,  the  whole  truth  and  nothing  but 
the  truth. 

[Witnesses  sworn.] 

Ms.  Gaffney.  I  do. 

Mr.  Momorella.  I  do. 

Ms.  Williams-Bridgers.  I  do. 

Mr.  Marts.  I  do. 

Mr.  Peterson.  Would  you  please  be  seated. 

Ms.  Gaffney  and  Ms.  Williams-Bridgers,  your  written  statements 
are  going  to  be  entered  in  full  in  the  record,  so  you  know,  you  can 
proceed  however  you  want  with  your  oral  testimony. 

Thank  you.  Ms.  Gaffney,  if  you  want  to  start. 

Ms.  Gaffney.  Fine. 

Mr.  Peterson.  We  appreciate  your  being  here  today. 

STATEMENT  OF  SUSAN  M.  GAFFNEY,  E^SPECTOR  GENERAL, 
DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT,  AC- 
COMPANIED BY  EDWARD  MOMORELLA,  REGIONAL  INSPEC- 
TOR GENERAL  FOR  AUDIT,  PHILADELPHIA,  PA 

Ms.  Gaffney.  Chairman  Peterson,  members  of  the  subcommit- 
tee, I  appreciate  being  asked  to  be  here  today.  I  would  like  to  point 
out  that  Mr.  Momorella  was  the  person  who  directed  preparation 
of  our  September  1993  audit  that  we  will  be  discussing  today.  He 
is  incredibly  knowledgeable. 

Our  office  has  had  a  long  standing  and  effective  relationship  with 
this  committee.  We  have  testified  three  times  on  public  housing  is- 
sues in  1992,  and  we  certainly  appreciate  your  interest. 

We  are,  as  I  said,  going  to  talk  about  our  September  1993  audit 
report  on  troubled  public  housing — large  troubled  public  housing 
authorities. 

I  would  like  to  reinforce,  though,  a  point  you  made,  Mr.  Chair- 
man, in  your  statement  about  the  vast  majority  of  public  housing 
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authorities  which  are,  in  fact,  doing  quite  a  good  job.  They  are  pro- 
viding decent,  safe,  sanitary  housing  to  people  who  need  it. 

We  are  talking  today  about  a  limited  part  of  the  overall  program. 
There  are,  however,  in  this  limited  part  verv  major  problems.  They 
are  long  standing,  they  are  pervasive,  and  they  make  the  public 
housing  program  one  of  HUD's  top-management  problems. 

Over  the  past  decade,  we  have  done  a  lot  of  internal  and  external 
audit  work  identifying  a  series  of  problems.  Essentially,  we  have 
disclosed  that  while  living  conditions  are  deteriorating  in  these 
proiects,  expenditures  go  unchecked,  rents  are  not  collected,  and 
cash  management  and  control  practices  are  virtually  nonexistent. 
This  is,  as  some  of  you  have  indicated,  especially  true  for  those 
agencies  in  large  urban  areas. 

Our  recent  comprehensive  report  issued  in  September  1993 
looked  at  11  large  troubled  public  housing  authorities.  It  was  based 
on  11  separate  individual  reports  that  had  been  done  over  a  2-vear 
period.  The  report  also  looked  at  HUD's  monitoring  of  these 
projects  and  it  explored  various  regulatory  and  statutory  changes 
that  we  believe  are  needed. 

I  would  pause  to  say  to  you  that  since  that  report  was  issued, 
4  of  the  11  of  those  public  housing  authorities  have  left  HUD's 
troubled  list,  which  shows  that  progress  is  possible  if  we  can  just 
figure  out  how  to  bring  it  about.  Mr.  Chairman,  I  now  want  to  pro- 
vide a  brief  overview  of  the  audit  report  and  ask  that  the  entire 
report  to  submitted  for  the  record. 

Mr.  Peterson.  Without  objection. 

[The  prepared  statement  of  Ms.  GafiFney  follows:] 
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Chairman  Peterson,  Chairman  Flake,  and  Members  of  the 
Subcommittees,  we  are  pleased  to  appear  before  your  joint  meeting 
today  to  discuss  HUD's  Public  Housing  Programs. 

Chairman  Peterson,  our  Office  has  had  a  long-standing  and 
effective  relationship  with  your  Subcommittee.  We  previously 
testified  on  Public  Housing  Agencies  (PHAs)  at  hearings  on  May  28, 
1992,  July  21,  1992,  and  September  14,  1992.  Those  hearings 
focused  on  conditions  found  during  audits  of  Philadelphia; 
Washington,  D.C;  Jacksonville;  and  San  Francisco  Housing 
Authorities.  We  are  pleased  to  continue  to  provide  information  on 
large  troubled  PHAs  and  some  of  the  actions  HUD  has  taken  to 
address  these  problems. 

As  requested  in  your  invitation,  our  testimony  today  will 
address  four  specific  areas,  as  follows: 

-  We  will  summarize  the  results  of  our  audit  report  on  large 
troubled  PHAs,  that  was  issued  on  September  24,  1993. 

-  We  will  provide  our  assessment  of  HUD's  past  performance  in 
overseeing  troubled  authorities. 

-  We  will  outline  our  recommendations  made  to  Assistant 
Secretary  Shuldiner  for  improving  operations  and  for  potential 

,r*     statutory  or  regulatory  changes  needed. 

-  We  will  comment  on  the  one-for-one  replacement  requirement. 

Mr.  Chairmen,  before  I  begin  summarizing  our  September  1993 
audit  report  on  troubled  PHAs,  I  would  like  to  emphasize  that  based 
on  the  extensive  data  available,  the  vast  majority  of  public 
housing  agencies  and  their  dedicated  employees  provide  decent, 
safe,  and  sanitary  housing  to  low-income  families.  We  do  not  want 
our  comments  today  to  imply  otherwise. 

There  are,  however,  major  problems  in  the  way  some  PHAs  are 
managed.  These  problems  are  long-standing  and  pervasive  and  make 
the  Public  Housing  Programs  one  of  HUD's  most  significant  problem 
areas.  The  costs  of  operating  the  conventional  Public  Housing 
Progreuns  have  escalated  tremendously  over  the  last  25  years.  In 
1969,  appropriated  operating  subsidies  were  $6.5  million  and,  by 
1994,  they  had  risen  to  $2.6  billion  annually. 

Over  the  past  decade,  our  internal  and  external  audits  have 
identified  a  pattern  of  serious  operating  and  management  problems 
at  many  large  PHAs.  Those  reports  have  disclosed  that,  while 
living  conditions  are  deteriorating,  expenditures  go  unchecked; 
rents  are  not  collected;  and  cash  management  and  control  practices 
are  virtually  nonexistent.  This  is  especially  true  for  those 
agencies  located  in  large  urban  areas . 
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Our  most  recent  comprehensive  review  of  PHAs  was  completed  in 
September  1993  and  forms  the  basis  for  most  of  our  comments  today. 
Our  report  was  issued  to  Assistant  Secretary  Shuldiner  and 
svimmarized  the  results  of  individual  audits  conducted  over  a 
2-year  period  at  11  large  troubled  PHAs.  The  report  also  commented 
on  HUD'S  monitoring  efforts  and  recommended  procedural  and 
legislative  changes.   The  11  PHAs  reviewed  were: 

♦New  Haven,  CT  *Newark,  NJ 

♦Philadelphia,  PA  ♦Washington,  DC 

♦Jacksonville,  FL  *Cuyahoga,  OH 

♦Kansas  City,  MO  ♦Birmingham,  AL 

♦Lucas  County,  OH  ♦San  Francisco,  CA 

♦Los  Angeles,  CA 

Each  audit  report  contained  specific  findings  for  that  authority. 
During  the  time  frames  in  which  we  conducted  these  audits,  HUD  had 
designated  23  large  PHAs  as  troubled.  Each  of  the  11  we  reviewed 
was  troubled  at  the  time. 

Today  there  are  18  such  large  PHAs  designated  as  troubled;  6 
PHAs  we  reviewed  have  since  been  removed  from  the  troubled  category 
(New  Haven,  Newark,  Birmingham,  Lucas  County,  Los  Angeles  and  San 
Francisco. ) 

I  would  now  like  to  summarize  the  most  significant  sections  of 
our  September  1993  audit  report  and  ask  that  the  entire  report  be 
submitted  for  the  record. 

1.  Some  Large  Public  Housing  Agencies  Continue  to  Experience 
Serious  Management  Problems  and  Extensive  Financial  and  Social 
Distress. 

The  report  noted  that  although  all  of  the  23  large  troubled 
PHAs  were  experiencing  significant  operating  problems,  the  16  PHAs 
located  in  metropolitan  areas  were  particularly  confronted  with 
serious  conditions,  impeding  the  effective  administration  of  the 
Public  Housing  Programs. 

Large  metropolitan  area  PHAs,  in  particular,  have  severely 
distressed  housing  developments  that  are  located  in  high-density, 
distressed  neighborhoods.  The  cost  of  addressing  the  capital 
improvement  needs  of  these  developments  has  been  estimated  at 
several  billion  dollars. 

Our  report  highlighted  significant  continuing  problems  in 
ensuring  effective  management  of  their  overall  operations,  such  as: 
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*  Increased  Vacancies 

*  Lack  of  preventive  maintenance  programs 

*  Reduced  rental  collections 

*  Substandard  living  conditions 

*  Wasteful  and  inefficient  procurement  practices 

*  Lack  of  Board  oversight  and  accountability 

*  Patronage  abuses 

*  Frequent  turnover  in  management 

While  it  may  be  difficult  to  address  the  array  of  social  and 
economic  problems  confronting  large  troubled  PHAs,  they  should  be 
held  accountable  for  efficiently  administering  the  billions  of 
dollars  in  Federal  funds  allocated  for  their  day-to-day  operations. 

The  report  summarized  problems  and  cited  specific  excimples  in 
six  functional  areas,  as  follows: 

Financial  Management 

Audits  showed  that  a  lack  of  sound  financial  management  and 
cost  controls  caused  the  PHAs  to  experience  deteriorating  financial 
conditions.   Some  adverse  trends  noted  were: 

-  HUD  operating  subsidies  are  increasing  at  a  faster  rate 
than  operating  receipts,  indicating  that  the  PHAs  are 
becoming  more  dependent  on  Federal  operating  subsidy;  and 

Administrative  expenses  are  increasing  at  a  faster  rate 
than  maintenance  expenses,  indicating  less  money  is  being 
directed  at  repairing  the  housing  stock. 

Housing  Quality  Standards 

Dwelling  unit  inspections  showed  that  residents  were  living  in 
units  that  did  not  meet  HUD's  minimum  Housing  Quality  Standards. 
While  the  severity  of  the  violations  varied  widely  from  easily 
corrected  to  major  repairs,  numerous  situations  were  noted  where 
residents  were  living  in  units  that  threatened  their  health  and 
safety. 

Ten  of  the  11  PHAs  audited  did  not  implement  effective 
preventive  maintenance  programs,  inspect  all  dwelling  units 
annually,  or  correct  deficient  conditions  after  inspection. 
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Vacancies 

The  11  audited  PHAs  had  one-sixth  (15,563)  of  their  total 
units  vacant.  Seven  of  the  11  audited  PHAs  had  vacancy  rates 
exceeding  10  percent  of  their  inventory  during  1992. 

Under  current  rules,  there  is  little  incentive  to  deal 
aggressively  with  vacant  units  because  PHAs  receive  HUD  funds  even 
when  units  are  vacant.  For  example: 

The  Newark  PHA  received  over  $17  million  in  operating 
subsidies  for  vacant  units  in  buildings  that  were  closed  or 
partially  closed  for  several  years.  The  PHA  was  able  to 
become  financially  sound,  accumulating  an  operating  reserve  of 
$31  million  for  the  Fiscal  Year  ended  March  31,  1992,  while 
its  units  deteriorated  and  families  waited  for  units. 

Since  1987,  the  Cuyahoga  PHA  has  received  $47.3  million  in 
operating  subsidy  to  maintain  vacant  units.  The  PHA  was 
waiting  for  HUD's  approval  of  its  master  rehabilitation  plan 
before  deprogramming  the  units.  Estimated  rental  income  loss 
since  1987  was  about  $2.4  million  annually. 

During  Fiscal  Year  1992,  the  Washington.  DC  PHA  was  expected 
to  lose  $4.8  million  in  potential  income  due  to  vacant  units. 
The  PHA  receives  an  estimated  $5.5  million  in  HUD  operating 
subsidies  for  its  vacant  units. 

In  each  of  the  cited  cases,  the  operating  subsidies  for  vacant 
units  continue  today. 

Our  reviews  showed  that  the  PHAs'  reluctance  to  demolish  units 
may,  in  part,  be  due  to  the  1988  amendments  to  the  U.S.  Housing  Act 
of  1937.  The  cimendments  restricted  the  demolition  and  disposition 
of  existing  public  housing  units  by  requiring  that  PHAs  replace 
every  unit  eliminated.  We  will  discuss  this  factor  in  more  detail 
later. 

Maintenance 

PHA  maintenance  efforts  in  the  audited  PHAs  were  generally 
inadequate  and  untimely  compared  to  HUD  and  PHA  standards.  For 
example,  vacant  units  at  the  Washington.  DC  PHA  remained  unoccupied 
for  an  average  of  1,033  days  or  almost  3  years  before  re-occupancy. 

Rent  Collections 

Several  audited  PHAs  experienced  difficulty  with  collecting 
rent  from  current  and  former  residents.  Lengthy  eviction 
proceedings  in  some  cases  made  rent  collections  difficult. 
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Audits  showed  large  outstanding  delinquent  rent  balances  at  5 
of  the  11  audited  PHAs.  The  5  PHAs  had  delinquent  rent  totaling 
$17  million,  but  $12  million  had  been  written  off  as  uncollectible 
while  delinquencies  continued. 

Procurement 

PHAs  did  not  always  follow  prescribed  procurement  policies. 
As  a  result,  PHAs  cannot  always  assure  that  the  best  prices  were 
obtained  for  purchases  of  goods  and  services.  Intentional 
circumvention  of  HUD  and  PHA  requirements,  inadequate  planning,  and 
poor  controls  over  purchasing  and  contracting  were  evident  at  many 
PHAs. 

*     *     *     *     -k 

Over  the  years,  HUD  has  attempted  to  modify  a  1937  temporary 
housing  and  rental  property  program  for  working  low-income  families 
to  meet  the  changing  social  needs  of  the  residents.  Today, 
operational  problems  also  include  necessary  resident  support 
services,  day-care,  elderly  and  handicap  needs,  drugs,  crime,  and 
security. 

In  our  opinion,  a  multi-level  strategy  and  commitment  of 
resources  by  the  Department  is  necessary  to  correct  the  material 
weaknesses  in  the  program.  Simply  providing  more  funding  and 
rewarding  inefficiency  will  not  prevent  future  waste  and  abuses. 

We  recommended  that  Assistant  Secretary  Shuldiner: 

-  Implement  a  coordinated  strategy  to  address  long-standing 
problems  of  poor  performing  PHAs; 

-  Revise  regulations  so  that  HUD  does  not  pay  operating 
subsidy  on  long-term  vacant  units  that  have  no  plans  for 
renovation  or  occupancy; 

-  Provide  technical  assistance  to  troubled  PHAs  and  promote 
information  sharing  on  common  problem  areas  and  assistance 
from  good  performing  PHAs; 

-  Develop  strategies  and  incentives  to  encourage  PHAs  to 
implement  sound  preventive  maintenance  programs  and  timely 
repairs; 

-  Develop  new  strategies  for  holding  Executive  Directors  and 
top  level  PHA  managers  accountable  for  sound  fiscal  management 
decisions. 
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The  Assistant  Secretary  generally  agreed  with  our 
recommendations  and  has  already  initiated  several  actions  to 
address  these  issues. 

2.   An  Assessment  of  HUD's  Monitoring  of  Troubled  PHAs. 

This  section  of  the  report  commented  on  HUD's  ability  to 
measure  and  modify,  when  necessary,  PHA  performance.  Overall,  we 
concluded  that  HUD  monitoring  has  not  produced  a  positive  impact  on 
the  inadequate  operating  and  financial  conditions  at  large  troubled 
PHAs.  The  primary  causes  are  that  HUD  strategies  and  monitoring 
procedures  do  not  address  all  the  recognized  characteristics  of 
large  troubled  PHAs. 

While  HUD  has  continuously  revised  its  strategies  and 
procedures,  its  methods  have  not  produced  the  desired  outcomes. 
The  end  result  of  the  many  changes  in  monitoring  methods  is  that 
HUD  knows  more  about  the  conditions  at  troubled  PHAs,  but  has  had 
little  success  or  impact  on  changing  those  conditions. 

Historically,  the  role  of  a  HUD  representative  was  seen  as  a 
facilitator  more  than  an  enforcer.  Consequently,  HUD  managers  most 
often  did  not  take  a  hard  line  with  non-responsive  PHAs.  Only 
recently  were  aggressive  sanctions,  such  as  contract  breach  and 
takeover,  considered  as  a  HUD  management  option. 

Other  recent  Departmental  strategies  to  improve  troubled  PHAs 
include: 

HUD  established  a  new  Office  of  Severely  Distressed 
Housing  to  address  problems  confronting  troubled  PHAs. 

HUD  hired  Price  Waterhouse  to  evaluate  HUD's  oversight  of 
PHAs  and  develop  a  technique  for  improved  oversight  of 
all  public  housing.  Based  on  their  recommendations,  HUD 
has  adopted  a  risk  management  approach  to  PHA  oversight 
and  implemented  the  Public  Housing  Management  Assessment 
Program  (PHMAP) .  The  PHMAP  is  a  rating  system  that  will 
provide  a  guide  for  HUD  staff,  identifying  high  risk  PHAs 
and  allocating  appropriate  human  resources  to  the  job. 
In  addition,  a  pilot  program  was  begun  in  the  Chicago 
Region  to  reorganize  the  public  housing  staff  into 
functional  specialists  to  address  the  most  pressing 
identified  needs. 

While  we  believe  these  steps  are  a  good  start,  HUD  still  needs 
to  more  aggressively  pursue  monitoring  for  significant  non- 
performance and  hold  local  officials  more  accounteible  for  their 
Public  Housing  Programs.  However,  given  past  experience  and  HUD's 
statutory  requirements  to  give  maximum  responsibility  for  carrying 
out  the  programs,  it  can  be  argued  that  even  the  most  intense 
monitoring  efforts  will  not  significantly  improve  PHA  performance. 
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Rather,  structural  changes  to  the  programs  may  provide  the  best 
alternative  for  more  economical  and  efficient  operations. 

In  this  regard,  our  report  contained  five  specific  suggestions 
for  consideration  including: 

— Smaller  PHAS-available  data  shows  a  direct  correlation 
between  the  size  of  PHAs  and  their  need  for  subsidies.  Such 
data  indicates  that  economies  of  scale  do  not  work  in  this 
program,  and  suggest  that  large  PHAs  might  be  better  sez~ved  by 
breaking  them  up  into  more  manageable  entities. 

— Reducing  regulations-current  regulations  tend  to  stifle  the 
flexibility  needed  to  address  the  major  problems  facing  large 
troubled  PHAs.  A  comprehensive  evaluation  of  regulations  is 
needed  with  a  view  towards  simplifying  the  various  Public 
Housing  programs. 

— Oversight  by  State  and  local  governments-several  past 
studies  have  concluded  that  HUD  should  rely  on  the  current 
abilities  of  State  and  local  governments  to  monitor  the  Public 
Housing  Programs. 

— Alternative  form  of  subsidy  or  housing-numerous  past  studies 
have  suggested  alternatives  to  the  current  operating  subsidy 
and  these  suggestions  deserve  a  new  look. 

— Alternative  forms  of  management-HUD  should  aggressively  seek 
other  forms  of  management. 

We  recommended  that  Assistant  Secretary  Shuldiner  develop 
proposals  to  modify  or  refine  the  Public  Housing  Progreuns  that  will 
address  the  special  concerns  of  large  troubled  PHAs,  and  establish 
an  emergency  response  teeun  to  deal  with  troubled  PHAs  when 
takeovers  occur. 

3.  New  and  Innovative  Changes  are  Needed  in  the  Public  Housing 
Program  to  Accommodate  the  Problems  Facing  Large  Troubled  PHAs 

Many  PHAs  have  remained  on  HUD's  troubled  lists  for  over  10 
years.  This  prolonged  status  is  indeed  related  to  poor  management 
practices  as  discussed  earlier.  However,  those  same  PHAs  are 
confronted  with  a  patchwork  quilt  of  Federal  laws  and  regulations 
that  also  significantly  affect  their  abilities  to  improve 
operations.  This  section  of  our  report  summarized  various  reports 
and  studies  conducted  by  housing  groups  and  commissions,  academics, 
public  housing  officials,  and  consultants  that  also  identified 
various  administrative,  regulatory,  and  statutory  requirements 
which  are  barriers  to  effective  management.  These  requirements  are 
especially  problematic  for  large  urban  PHAs. 
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Specifically,  some  HUD  regulations  related  to  rent,  funding, 
admissions,  and  replacement  housing  can  impede  PHAs  and  should  be 
modified  or  radically  changed.  (Later  in  our  statement,  we  talk  in 
detail  about  the  one-for-one  replacement  housing  requirements.) 

Rent  Issues 

Allowing  PHAs  some  flexibility  in  setting  rents  could  generate 
additional  revenue  for  operations.  Some  PHAs  cannot  reduce  their 
need  for  Federal  operating  subsidy  because  of  current  rent 
limitations  and  preferences. 

Unlike  private  housing,  public  housing  rents  are  not  pegged  to 
operating  costs.  During  1992,  the  cost  of  operating  a  dwelling 
unit  at  a  large  troubled  PHA  was  $3,648  while  Federal  operating 
subsidy  was  $2,434.  Overall  Federal  operating  subsidies  have  grown 
from  $6.5  million  in  1969  to  $2.6  billion  in  1994.  In  general, 
PHAs  cannot  close  the  cash  flow  gap  because  their  options  and 
abilities  to  operate  like  a  market  rate  project  are  severely 
limited. 

Funding 

Several  issues  surround  HUD's  current  funding  of  PHAs, 
including  the  funding  levels,  income  streams,  non-shelter  services, 
and  funding  and  budgeting  sources. 

First,  the  adequacy  of  funding  is  the  subject  of  great  debate. 
A  1990  HUD  study  estimated  that  the  backlog  of  modernization 
repairs  for  all  PHAs  would  cost  between  $13  billion  and  $22 
billion.  However,  substantial  eonounts  of  previous  modernization 
funding  is  still  in  the  pipeline.  Thus,  many  critics  ask,  "how  can 
PHAs  handle  additional  modernization  when  they  have  nearly  $11 
billion  of  current  and  past  appropriations  unobligated?" 

Second,  HUD  regulations  often  provide  disincentives  to  PHAs  to 
maximize  rent  collection  or  develop  new  and  innovative  ways  of 
raising  revenue.  If  a  PHA  commits  resources  to  aggressive  rent 
collection,  it  is  in  effect  penalized  by  the  current  subsidy 
system.  HUD  data  show  a  trend  of  increased  collection  losses  at 
large  troubled  PHAs.  The  trend  indicates  that  it  may  be  easier  for 
the  PHA  not  to  bother  with  rent  collection,  but  yet  get  the  maximum 
amount  of  operating  subsidy.  Collections  losses  for  1987  to  1992 
were  $63.5  million. 

Third,  large  troubled  PHAs  have  encountered  increased  demand 
for  non-shelter  services,  such  as  police  protection,  child-care, 
job  training,  and  nutritional  services.  Because  HUD's  subsidy  may 
not  include  a  sufficient  allowance  for  non-shelter  services,  large 
troubled  PHAs  are  directing  other  financial  resources  away  from 
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maintenance  and  other  routine  expenses  toward  security  and  tenant 
services. 

Fourth,  PHAs  confront  the  current  myriad  of  progreuns,  all  with 
their  own  regulations  that  make  budgeting,  grant  management,  and 
accounting  a  bureaucratic  nightmare.  Consolidation  and 
simplification  are  needed  to  provide  PHAs  with  greater  control  and 
flexibilitly  over  their  own  destinies. 

Admissions 

Allowing  PHAs  more  control  over  admission  policies  could 
improve  living  conditions,  increase  rent  collections,  and  decrease 
maintenance  costs.  It  is  argued  that  years  of  Federal  regulation 
of  admission  policies  have  limited  PHAs'  ability  to  effectively 
screen  out  disruptive  families  with  the  resultant  consequences  of 
poor  rental  collections,  high  maintenance  costs,  and  serious  crime 
problems. 

We  believe  that  changes  to  HUD  regulations  in  these  areas  will 
assist  public  housing  managers  in  addressing  the  very  difficult 
situations  they  now  confront.  In  this  regard,  we  recommended  that 
Assistant  Secretary  Shuldiner  develop  an  alternative  operating 
subsidy  for  large  troubled  PHAs  giving  consideration  to  providing 
limited  local  control  over  rent  and  income  limits'  and  prepare  a 
demonstration  proposal  that  would  allow  certain  troubled  PHAs  to 
experiment  with  the  alternative  subsidy  concept  developed. 

4.   One-for-One  Replacement  Housing  Rule. 

The  last  issue  we  want  to  discuss  this  morning  is  the  need  for 
some  major  changes  in  the  statutes  regarding  replacement  housing. 
The  timely  demolition  or  disposition  of  public  housing  is  often 
impeded  because  PHAs  are  unable  to  meet  the  statutory  requirements 
for  replacing  units  removed  from  their  public  housing  inventories. 
Consequently,  HUD  operating  subsidies  are  wasted  and  needy  feunilies 
are  denied  housing  assistance. 

Removal  of  obsolete  or  non-viable  units  from  the  public 
housing  stock  has  potential  benefits  which  could: 

Increase  a  PHA's  cash  flow  through  sale  of  public  housing 
developments,  particularly  those  on  property  which  has 
appreciated  land  value. 

-  Reduce  PHA  operating  expenses. 

-  Reduce  the  need  for  operating  subsidy  and  modernization 
funds. 
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-  Reduce  the  Federal  Government's  debt  service  obligation 
incurred  when  the  development  was  constructed,  if  the 
land  is  not  retained  for  future  building. 

However,  oftentimes  PHAs  do  not  move  forward  with  replacement 
efforts  because  several  factors  adversely  affect  the  PHAs'  efforts 
to  meet  the  replacement  housing  requirements,  including: 

-  Limited  availability  of  public  housing  development  funds 
or  Section  8  assistance. 

-  Lack  of  acceptable  sites  for  new  replacement  housing 
developments . 

-  Local  opposition  to  the  construction  of  new  public 
housing  units. 

Specific  examples  of  waste  and  abuse  that  were  partly 
attributable  to  these  factors  were  found  in  many  of  our  audits. 

The  Newark.  New  Jersey  Housing  Authority 

Since  1979,  the  Housing  Authority  recognized  the  need  to 
demolish  21  multifeunily  high-rise  buildings  because  they  were 
nonviable.  The  21  buildings  contained  3,322  units.  Many  of  these 
buildings  were  eventually  closed  and  sealed  over  the  years  by  the 
Authority.  However,  as  discussed  earlier,  the  Authority  continued 
to  receive  millions  of  dollars  in  HUD  operating  subsidies  for  these 
units.  During  Fiscal  Years  1985  through  1992,  the  subsidies 
exceeded  $17  million.  At  the  Seune  time,  the  PHA  was  unable  to 
proceed  with  demolition  plans  because  of  the  one-for-one 
replacement  provisions. 

Recently,  the  PHA  did  begin  a  demolition  program  based  on  a 
court-supervised  replacement  housing  plan,  and  we  understand  that 
Executive  Director  Harold  Lucas  will  testify  later  today  on  his 
specific  views  on  this  topic. 

The  Philadelphia  Housing  Authority 

Two  projects  at  the  Philadelphia  PHA  were  noted  to  be  caught 
up  in  the  one-for-one  replacement  dilemna. 

The  Raymond  Rosen  development  has  1,122  units  in  58  low-rise 
buildings  and  eight,  13-story  high-rise  buildings.  Four  of  the 
eight  high-rises  are  completely  vacant  and  the  development  has 
about  a  50  percent  vacancy  rate.  From  1989  through  March  1993,  HUD 
paid  the  Authority  over  $7.9  Million  for  these  vacant  units.  The 
PHA  has  been  attempting  to  get  the  City  Council  to  approve  the 
Housing  Replacement  Plan  for  several  years.  Remaining  site  density 
and  a  suitable  location  for  replacement  sites  are  key  obstacles. 
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The  Schuylkill  Falls  development  contains  two  vacant  high- 
rises  with  448  units.  Since  1976,  the  PHA  wanted  to  demolish  the 
towers,  but  HUD  wouldn't  approve  demolition.  Local  groups  did  not 
want  to  lose  the  units  so  political  pressure  was  applied  to  keep 
the  units  standing  until  they  were  renovated  or  replaced.  This 
"discussion"  has  continued  for  18  years.  In  1988,  the  PHA 
deprogramed  the  units.  HUD  made  $12.4  Million  available  for 
renovation,  but  these  funds  were  far  short  of  the  cost  estimates  of 
$50  million  to  complete  the  work.  All  attempts  to  find  alternative 
funding,  developers,  or  uses  have  failed. 

The  New  Orleans  Housing  Authority. 

The  replacement  housing  rule  sometimes  forces  HUD  to  make 
unsound  financial  decisions.  For  example,  during  our  recent  audit 
of  the  Housing  Authority  of  New  Orleans  (HANO),  we  noted  that  the 
PHA  has  started  a  $100  million  modernization  of  its  most  notorious 
project  -  Desire.  The  modernization  will  cost  more  than  what  it 
would  cost  to  build  new  units  or  purchase  existing  vacant  single- 
family  dwellings.  However,  the  one-for-one  replacement  rules 
provided  few  alternatives  because  the  lack  of  development  funding 
or  available  Section  8  funding  dictated  the  renovation  decision. 
Thus,  the  net  result  is  that  when  the  costly  renovation  is 
finished,  the  project  will  still  concentrate  the  poor  on  an  old 
dump  site  with  little  prospect  for  access  to  amenities  and  job 
opportunities  for  several  years. 

Mr.  Chairmen,  we  recognize  that  these  examples  may  be  extreme. 
Nonetheless,  we  believe  they  clearly  show  the  need  to  evaluate  the 
replacement  housing  rule.  HUD  has  attempted  to  obtain  relief  and 
in  1992  some  amendments  were  made.  A  further  relaxing  of  the 
current  requirements  would  facilitate  the  demolition  or  disposition 
of  obsolete  or  nonviable  public  housing  units. 

********* 

Mr.  Chairmen,  that  concludes  our  remarks  and  we  would  be 
pleased  to  respond  to  any  questions. 
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SUBJECT:      Large  Troubled  Public  Housing  Agencies: 
A  Report  on  Their  Performance  and  Status 


This  report  contains  the  results  of  our  limited  review  of  HUD's  monitoring  of  large  troubled 
public  housing  agencies  (PHAs).  The  purpose  of  the  review  was  to: 


•  advise  management  of  the  existing  conditions  at  the  troubled  PHAs, 

•  evaluate  HUD's  progress  in  addressing  the  deficient  conditions, 

•  identify  significant  problems  faced  by  HUD  staff  or  the  troubled  PHAs,  and 

•  evaluate  the  Regional  and  Field  Offices'  ability  to  effectively  monitor  troubled  PHAs. 

As  of  November  19,  1992,  there  were  23  HUD-designated  large  troubled  PHAs.  Our  review 
focused  on  11  PHAs  which  were  audited  by  OIG  as  of  E>ecember  31,  1992.  Our  report  contains 
three  findings  which  disclose  thai,  for  many  and  varied  reasons,  the  overall  condition  and  quality 
of  public  housing  is  declining  while  operating  and  other  PH  A  costs  are  escalating.  Some  of  the 
reasons  include  frequent  management  turnover,  ineffective  policies  and  procedures, 
mismanagement,  poor  maintenance,  and  crime.  Our  review  disclosed  that  management 
operations  at  troubled  PHAs  will  only  improve  when  the  following  conditions  are  met: 

•  Local  PHAs  strengthen  their  management  practices  and  financial  operations. 

•  Local  governments  are  held  accountable  for  PHAs'  poor  performance  (i.e.,  by  reduction  of 
HUD  funding). 

•  The  Congress  approves  proposed  legislative  changes  to  the  Low-Income  Public  Housing 
Program. 


•    HUD  clearly  defines  its  oversight  role  and  acts  decisively  when  the  troubled  PHAs  show 
poor  performance. 
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Our  rqwrt  discusses  several  ways  to  attack  the  multi-faceted  problems  feeing  troubled  PHAs. 
Our  lecommendations  include  past  suggestions  from  sources  within  and  outside  of  HUD. 

Within  60  days,  please  give  us,  for  each  recommendation  in  the  report,  a  status  report  on:  (1) 
corrective  action  taken;  (2)  the  proposed  corrective  action  and  the  date  to  be  completed;  or  (3) 
why  action  is  considered  unnecessary.  Also,  please  furnish  us  copies  of  any  correspondence  or 
directives  issued  because  of  the  report. 

Should  your  staff  have  any  questions,  please  contact  Robert  H.  Martin,  Deputy  Assistant 
Inspector  General  for  Audit,  Audit  Operations  Division,  at  708-0364. 
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Executive  Summary 


Although  the  United  States  has  one  of  the  better  public  housing  programs  in  the  world,  it  is  by 
American  standards,  in  poor  condition.  Available  resources  are  limited.  The  condition  and 
quality  of  large  troubled  public  housing  is  declining  while  operating  and  other  PHA  costs  are 
escalating.  Consequently,  large  troubled  PHAs  are  not  able  to  cope.  The  reasons  for  this  are 
many  and  varied.  They  include  fnnueM  management  turnover,  ineffective  and  inefficient 
policies  and  procedures,  mismanagement,  poor  maintenance,  crime,  and  other  reasons  too 
numerous  to  mention  here.  To  complicate  the  problem,  one  solution  will  not  work.  The 
problem  is  multi-faceted;  thus,  the  solution  must  also  be  multi-tiu%ted.  What  works  at  one  large 
troubled  PHA  may  not  work  at  another.  In  this  report,  we  discuss  three  ways  to  attack  the 
problem.  They  are:  improving  large  troubled  PHA  management,  changing  Federal  policies  and 
procedures,  and  developing  a  comprehensive  action  plan  to  systematically  address  conditions  on 
a  case-by-case  basis. 


Studies  show  that 
troubled  PHAs*  housing 
quality  continues  to 
decline  while  operating 
costs  rise 


HUD  currently  funds  all 
PHAs  at  about  $6  billion 
annually,  and  future 
funding  may  exceed  $9 
billion 


As  of  November  19,  1992,  there  were  23  large  troubled 
PHAs.  Over  the  past  10  years,  we  have  reported,  along 
with  numerous  other  commissions,  study  groups, 
management  reviews,  and  consultants,  that  the  condition 
and  the  quality  of  housing  at  most  of  these  PHAs  continues 
to  decline  while  costs  of  operations  continue  to  rise  at  an 
alarming  rate. 

Poor  maintenance  and  management  practices,  aging  housing 
stock,  increased  vacancies,  reduced  rental  collections, 
wasteful  procurement,  and  deplorable  living  conditions 
have  been  highlighted  in  Congressional  hearings  and  media 
coverage  of  troubled  PHAs'  operations. 

Operating  subsidies  at  1 1  troubled  PHAs,  audited  by  OIG 
as  of  December  1992,  have  increased  from  $208  million  in 
1987  ($163  PUM)  to  $254  million  ($211  PUM)  in  1992,  a 
trend  which  is  expected  to  continue.  In  general,  subsidy 
levels  increased  because  operating  costs  have  been  growing 
along  with  inflation,  while  income  from  rent  has  grown  at 
a  slower  pace. 

The  current  HUD  funding  level  for  all  PHAs  is 
approximately  $6  billion  a  year.  We  project  a  funding 
need  of  about  $9  billion  a  year  for  the  foreseeable  future. 
Until  HUD  establishes  and  implements  an  effective  strategy 
to  address  evident  conditions  and  issues,  these  troubled 
PHAs  will  continue  to  require  increasing  Federal  subsidies. 
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Executive  Summary 


Issue  1:  Lai^e  troubled 
PHAs  have  long-standing 
and  serious  financial  and 
operational  problems 


Issue  2:   New  strategies 
and  l^islative  changes 
are  needed  to  address 
some  of  the  issues  fadng 
HUD  and  troubled  PHAs 


Our  report  contains  three  findings  which  address  the 
following  issues: 

While  it  may  be  difficult  to  address  the  array  of  social  and 
economic  problems  confronting  large  troubled  PHAs,  they 
should  be  expected  to  efficiently  administer  the  billions  of 
dollars  in  federal  funds  allocated  for  their  day-to-day 
operations. 

Following  are  the  recurring  financial  and  operational 
problems  evident  in  large  troubled  PHAs. 

•  Substandard  living  conditions 

•  Increased  vacancies 

•  Lack  of  preventive  maintenance 

•  Reduced  rental  collections 

•  Wasteful  and  inefficient  procurement  practices 

•  Lack  of  Board  oversight  and  accountability 

•  Patronage  abuses 

•  Poor  personnel  practices  and  standards 

•  Frequent  turnover  in  leadership 

Over  the  years,  HUD  has  attempted  to  modify  a  1937 
temporary  housing  and  property  management  program 
designed  for  working  low-income  families  to  meet  the 
changing  social  needs  of  the  residents.  Today,  operational 
problems  include  resident  support  services,  day-care, 
elderly  and  handicap  needs,  drugs  and  crime,  and  security. 

New  strategies  and  legislative  changes  are  needed  to 
address  some  of  the  issues  facing  HUD  and  troubled  PHAs. 
The  following  are  the  most  frequentiy  cited  issues. 

•  Fragmented  and  diversified  program  funding 

•  Rental  rates  and  limitations 
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Executive  Summary 


Issue  3:  A  more  effective 
HUD  action  plan  for 
troubled  PHAs  is  needed 


•  Budget  limitations 

•  Deteriorating  infrastructure  and  systems 

•  Outdated  unit  composition,  density  and  design 

•  No  incentives  for  economy  and  efficiency 

•  Elimination  of  nonviable  units 

•  Non-shelter  social  services 

•  Local  government  cooperative  agreements 

HUD  monitoring  strategies  have  assessed  only  a  portion  of 
the  characteristics  evident  at  troubled  PHAs. 
Consequendy,  HUD  knows  more  about  the  conditions  at 
troubled  PHAs  but  has  had  little  success  in  changing  those 
conditions. 

A  more  effective  HUD  action  plan  for  troubled  PHAs  is 
needed.  The  proposed  action  plan  should  address  the 
following  matters: 

•  Proposing  regulatory  changes 

•  More  aggressive  sanctions  against  waste  and  abuse 

•  Technical  assistance  teams 

•  Funding  leverage  on  local  governments 

•  Comprehensive  monitoring  on-site 


In  addition  to  the  11  OIG  external  audits,  data  evaluated 
for  this  repon  included  numerous  other  audits,  papers, 
studies,  and  task  force  and  commission  reports  on  the  issue 
of  public  housing,  from  both  within  the  Dqtartment  and 
outside  interest  groups  and  authorities  (See  Appendix  G). 

HUD's  monitoring  efforts  have  not  produced  a  positive 
impact  on  the  operating  and  financial  conditions  at  large 
troubled  PHAs.     This  internal  control  weakness  was 
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Executive  Summary 


The  Department  needs  a 
major  multi-level  strategy 
and  commitment  of 
resources  to  correct 
material  weaknesses  in 
the  Low-Income  Public 
Housing  Program 


addressed  by  the  independent  accounting  firm  of  Price 
Waterhouse  and  reported  as  a  material  weakness  based  on 
our  audits  of  HUD's  Fiscal  Year  1991  and  1992 
Consolidated  Financial  Statements. 

In  our  opinion,  a  major  multi-level  strategy  and 
commitment  of  resources  by  the  Department  is  necessary 
to  correct  the  material  weaknesses  in  the  program.  Simply 
providing  more  funding  and  rewarding  inefficiency  will  not 
prevent  further  program  waste  and  abuse. 

Our  review  disclosed  that  management  operations  at 
troubled  PHAs  will  only  improve  when  the  following 
conditions  are  met: 


•  Local  PHAs  strengthen  their  management  practices  and 
financial  operations. 

•  Local  governments  are  held  accountable  for  PHAs* 
poor  performance  (i.e.,  by  reduction  of  HUD  funding). 

•  The  Congress  approves  proposed  legislative  changes  to 
the  Low-Income  Public  Housing  Program. 

•  HUD  clearly  defines  its  oversight  role  and  acts 
decisively  when  the  troubled  PHAs  show  poor 
performance. 

Our  iqwrt  contains  a  number  of  recommendations  for 
corrective  actions,  which  include  past  suggestions  from 
sources  within  and  outside  of  HUD. 


PIH's  Reqwnse  to  Draft 
Rqwrt 


In  a  memorandum  dated  August  25,  1993,  the  Assistant 
Secretary  for  Public  and  Indian  Housing  (PIH)  responded 
to  our  report  (sec  Appendix  H).  He  generally  agreed  with 
our  report;  however,  he  suggested  that  we  clarify  or 
provide  additional  information  on  several  matters.  As  a 
result  of  these  comments,  we  made  numerous  revisions  to 
our  Findings  and  recommendations.  The  disposition  of  the 
Assistant  Secretary's  comments  are  discussed  in  the  report 
immediately  after  the  body  of  each  Finding. 
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Introduction 


Since  1937,  the  Low-Income  Public  Housing  Program  (public  housing)  has  been  the  primary 
Federal  mechanism  for  housing  low-income  families.  Today,  the  program  encompasses  a 
network  of  3,308  public  housing  agencies  (PHAs)  which  provide  housing  for  1.3  million 
households.   HUD  provides  over  S2.2  billion  in  annual  operating  subsidy. 

Public  housing  has  become  housing  of  last  resort.  Yet,  while  public  support  for  the  program 
has  eroded,  demand  for  the  dwelling  units  remains  strong.  For  the  large  troublnl  PHAs 
included  in  this  review,  there  are  about  103,000  families  on  the  waiting  lists. 

The  public  housing  program  was  enacted  in  the  United  States  Housing  Act  of  1937  to  assist  the 
States  and  their  political  subdivisions  in  providing  decent,  safe,  and  sanitary  housing  for  families 
of  low  income.  The  Federal  government  entered  into  Annual  Contributions  Contracts  (ACCs) 
with  local  PHAs  to  provide  the  funds  for  repaying  bonds  sold  by  the  local  PHAs  for  construction 
costs  of  public  housing  units.   The  ACC  contract  terms  extended  up  to  40  years. 

PHAs  were  responsible  for  owning  and  operating  public  housing  for  the  benefit  of  low-  income 
residents.  The  PHA  would  obtain  funds  for  the  operation  and  administration  of  public  housing 
through  rent  collection  and  other  tenant  service  charges.  Rents  were  expected  to  cover  operating 
costs  while  Federal  subsidy  would  pay  the  debt  service  incurred  from  constructing  the 
developments. 

Over  the  years,  public  housing  has  been  transformed  from  a  temporary,  low-cost  housing  and 
property  management  program  to  a  permanent,  multi-funded  housing  and  social  services 
program. 

From  1937  to  1948,  the  program  was  relatively  successful.  The  "success"  of  the  program  was 
attributed  to  resident  screening  which  resulted  in  a  population  consisting  of  working  class  and 
"temporarily  poor"  families.   In  1949,  Congress  passed  legislation  which: 

•  made  homeownership  more  accessible  to  working  class  families, 

•  targeted  public  housing  as  the  chief  relocation  source  for  families  dislocated  by  urban 
renewal  and  slum  clearance  programs,  and 

•  required  public  housing  rents  to  be  at  least  20  percent  below  local  market  rents  and  that 
over-income  residents  be  evicted. 

The  Housing  Act  of  1949  had  a  profound  impact  on  public  housing  since  it  greatly  reduced  the 
pool  of  eligible  applicants. 
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Introduction 


In  the  19S0s,  the  household  income  of  residents  in  public  housing  began  to  decline.  The  change 
in  the  resident  population  was  due  to  various  urban  renewal  programs.  The  PHAs  encountered 
increasing  difficulty  in  maintaining  rents  which  covered  operating  costs. 

During  the  1960's  PHAs  were  confronted  with  a  variety  of  problems  including  but  not  limited 
to: 

•  providing  shelter  for  a  more  permanent  resident  population  as  the  working  noor  moved  out, 

•  meeting  the  demand  for  more  social  services, 

•  maintaining  an  aging  housing  stock,  and 

•  increased  crime  and  a  general  decline  of  the  inner  city  environment. 

In  1969,  Congress  placed  a  cap  on  the  amount  of  rent  that  could  be  charged  to  a  public  housing 
resident.  Known  as  the  Brooke  Amendment,  rent  was  limited  to  25  percent  of  income.  PHAs 
were  faced  with  reduced  operating  income  while  operating  costs  rose  due  to  inflation  and  the 
energy  crisis.  Unable  to  collect  sufficient  rents  to  manage  their  properties,  the  Federal 
Government  began  to  subsidize  public  housing  operations  with  annual  operating  subsidies  to 
cover  operating  costs.  Since  1969,  Federal  subsidy  of  operating  costs  has  grown  from  $6.5 
million  to  S2.2  billion. 

In  1979,  HUD  initiated  its  'Financially  troubled'  designation  due  to  the  continuing  financial 
deterioration  of  PHAs.  Financially  troubled  was  defmed  as  any  large  (1,250  or  more  units) 
PHA  with  an  operating  reserve  level  of  20  percent  or  less  of  its  maximum  allowable  level. 
Operating  reserves  rq)resent  a  cash  (accrual)  balance  to  be  used  by  the  PHA  for  working  ci^ital 
needs.  Operating  reserves  increase  when  revenue  exceeds  expenses,  and  decrease  when 
expenses  exceed  revenue.  Operating  reserves  are  essential  to  ensure  sufficient  cash  is  available 
to  continue  operations. 

In  1984,  HUD  expanded  its  'troubled'  designation  to  include  a  PHA's  operating  problems, 
defined  as: 

•  vacant  uruts  in  excess  of  six  percent  of  inventory, 

•  a  significant  amount  of  uncoUected  rent  (beyond  10  percent  of  monthly  rentals),  and 

•  deteriorating  physical  conditions. 

PHAs  designated  as  troubled  by  the  Department  were  subject  to  increased  scrutiny  by  HUD,  and 
were  required  to  submit  workout  plans.  Workout  plans  were  to  outline  a  course  of  action  to 
address  all  deficient  conditions  facing  the  PHA. 
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The  following  table  and  graphs  include  information  on  27  large  troubled  PHAs,  including 
their  housing  units  and  operating  and  modernization  funds.  Four  large  PHAs 
(Birmingham,  Lucas  County,  San  Francisco,  and  Los  Angeles)  had  their  'troubled'  status 
removed  subsequent  to  audit  and  are  not  included  in  the  table  of  troubled  PHAs. 
Additionally,  the  table  does  not  include  any  Indian  Housing  Authorities. 
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LARGE  TROUBLED  PHAs  (1,250  UNITS  OR  MORE) 


PHA  Name 

Number 
of  Units 

Boston 

12,556 

New  Haveo 

3.522 

Buffalo 

5.046 

Newaii 

10.588 

Camdeo 

2.240 

Philadelphu 

22,168 

Chester 

1.707 

WashingtooDC 

11.796 

1  AUanU 

14.530 

Jacksooville 

2.855 

Binmogbam 

6.811 

Memphis 

7.014 

Puerto  Rico 

57.440 

Virgin  Isles 

4.428 

Chicago 

39.684 

Peona 

1.975 

Springfield 

1.433 

Cuyahoga 

12.017 

Lucas  County 

3.498 

Detroit 

8,757 

lodiaoapolis 

2,720 

Uttle  Rock 

1,646 

New  Orleans 

13,414 

Kansas  City 

2,058 

Sao  FnociKo 

6,757 

Los  Angeles 

8,756 

St.  Louis 

6.769 

LTPHA  Total 

272.  IW 

National  Inveolory 

1.356.006 

Percent 

20« 

TPi*  UmTS 
Z72iaS  20X 


All  OTBEB  DIITS 

1003921  eox 


All  OTHER  PHAt 
32ei  91X 


Large  Troubled  Authorities  represent  only 

1  %  ol  all  PHAs  but  control  20  % 

oi  the  public  housing  inventory  and 

receive  over  25  %  of  operating  and 

modernization  lunds 


laigt  Troubird   PHAi 


laige  Ttoobltd  PBM 
1614  26* 


All  Olhfl  PBAl 

Olbti  PBAl 

IIS7D  7111 

II«I6  -nx 

Opeiaiing  Subtidy 

ClAP 

TOTAL  $2  2  BILLION 


TOTAL  12  7  BILLION 
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Audit  Objectives 


Introduction 


The  primary  objectives  of  the  review  were  to: 

•  advise  management  of  the  operating  conditions  that  exist  at 
HUD  and  the  PHAs, 

•  evaluate  HUD's  progress  in  addressing  deficient  conditions 
noted  as  a  result  of  our  recent  external  audits  of  1 1  PHAs, 

•  identify  significant  problems  faced  by  HUD  or  the  PHAs,  and 

•  evaluate  the  Regional  and  Field  Offices'  ability  to  monitor  the 
PHAs. 

Field  work  was  completed  between  June  1992  and  April  1993  and 
covered  the  period  April  1,  1987  to  November  30,  1992.  The 
review  was  extended  to  other  periods  as  necessary.  Initial  field 
work  focused  on  the  monitoring  and  oversight  at  the  Regional  and 
Field  Office  levels  and  was  performed  between  June  and  October 
1992.  Subsequently,  efforts  to  collect  national  operating  statistics 
on  large  troubled  PHAs  was  conducted  between  November  1992 
and  April  1993. 

We  reviewed  prior  OIG  audit  reports  on  large  troubled  PHAs.  We 
interviewed  HUD  Headquarters,  Regional  and  Field  Office  staff. 
We  collected  selected  operating  and  performance  statistics  on  each 
of  the  troubled  PHAs  included  in  our  review.  We  also  reviewed 
housing  studies  prepared  by  sources  other  than  HUD. 

Some  data  presented  in  the  report  was  obtained  from  certified, 
unaudited  statements  submitted  by  PHAs.  The  field  work 
disclosed  problems  in  the  accuracy  and  reliability  of  HUD  data 
systems. 
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Some  Large  Public  Housing  Agencies 
Continue  To  Experience  Serious  Management 
Problems  and  Extensive  Financial  And  Social 

Distress 


Our  recent  and  past  reviews,  as  well  as  reviews  performed  by  others,  have  disclosed  that  some 
large  PHAs,  particularly  those  located  in  major  metropolitan  areas,  continue  to  experience 
serious  management  problems  and  extensive  financial  and  social  distress.  As  of  March  1993, 
HUD  had  designated  50  PHAs  as  troubled  PHAs.  Of  these,  23  were  large  PHAs  administering 
1,250  units  or  more  of  public  housing. 

During  the  past  year,  we  completed  comprehensive  audits  at  the  following  1 1  HUD-  designated 
large  "troubled"  (PHAs): 

•  New  Haven,  CN  •  Newark,  NJ 

•  Philadelphia,  PA  •  Washington,  DC 

•  Jacksonville,  FL  •  Cuyahoga,  OH 

•  Kansas  City,  MO  •  Birmingham,  AL 

•  Lucas  County,  OH  •  San  Francisco,  CA 

•  Los  Angeles,  CA 

The  purpose  of  the  audits  was  to  determine  if  the  PHAs  operated  their  public  housing  programs 
in  an  efficient,  effective  manner  and  in  compliance  with  the  Annual  Contributions  Contract 
(ACC)  and  other  applicable  laws  and  HUD  regulations. 

The  overall  objectives  of  our  current  review  were  to  consolidate  and  analyze  the  individual  audit 
results  to: 

•  advise  management  of  the  operating  conditions  that  exist  at  HUD  and  large 
troubled  authorities, 

•  evaluate  HUD's  progress  in  addressing  deficient  conditions  noted  during  the  1 1 
external  audits, 

•  identify  significant  program  problems  faced  by  HUD  and  the  troubled  PHAs. 

•  evaluate  HUD's  ability  to  monitor  troubled  PHAs  activities. 
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Over  two-4iirds  of  the 
large  tnMibled  PHAs 
are  located  in  major 
metropolitan  areas 


Serious  conditions  in  at 
least  nine  areas  impede 
the  effective 
administration  of  public 
housing  programs 


Most  large  PHAs  have 
severely  distressed 
developments  and  a 
lack  of  continuity  in  top 
management 


Noteworthy  is  that  16,  or  over  two  thirds  of  the  23  large 
troubled  PHAs,  are  located  in  major  metropolitan  areas 
such  as  Newark,  Philadelphia,  Washington,  Atlanta, 
Chicago,  Cleveland,  Detroit,  New  Orleans,  and  other 
areas.  Moreover,  as  of  March  1993,  8  of  the  16  large 
metropolitan  area  PHAs  were  also  designated  by  HUD  as 
troubled  with  respect  to  their  modernization  programs,  in 
addition  to  being  designated  as  troubled  overall. 

Although  each  of  the  23  large  troubled  PHAs  are  experi- 
encing significant  operating  problems,  the  16  PHAs  located 
in  metropolitan  areas  are  particularly  confronted  with 
serious  conditions  impeding  the  effective  administration  of 
the  public  housing  programs.   These  conditions  exist  in: 

•  overall  administration  and  management, 

•  financial  management, 

•  housing  quality  standards, 

•  unit  vacancies, 

•  maintenance, 

•  rent  collections, 

•  procurement, 

•  personnel,  and 

•  cash  and  accounting  controls. 

Large  metropolitan  area  PHAs,  in  particular,  have  severely 
distressed  housing  developments  with  high  modernization 
needs  that  are  located  in  high-density,  distressed 
neighborhoods.  The  cost  of  addressing  the  capital 
improvement  needs  of  these  developments  has  been 
estimated  at  several  billion  dollars. 


Many  of  these  PHAs  have  suffered  from  a  lack  of 
continuity  in  top  management,  namely  the  position  of 
Executive  Director,  where  turnover,  in  some  cases,  has 
been  and  continues  to  be  exceedingly  high.  The  need  to 
improve  the  management  of  large  metropolitan  area  PHAs 
is  all  the  more  evident  given  the  fact  that  these  PHAs 
administer  large  Section  8  rent  subsidy  programs  in 
addition  to  their  low-income  public  housing  programs. 
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Administrative, 
i^ulatoiy  and  statutory 
barriers  have 
contributed  to  lai:ge 
PHAs*  serious 
conditions 


Possible  solutions 
require  more  decisive 
actions  and  better 
cooperation  and 
communication  among 
all  parties 


Some  adverse  conditions  are  attributable  to  factors  over 
which  PHA  management  has  limited  control.  Various 
administrative,  regulatory,  and  statutory  barriers  have 
limited  the  flexibility  of  these  PHAs  and  have  not  created 
incentives  for  effective  management.  As  a  result,  these 
factors  have  and  generally  caused  or  contributed  to  some  of 
the  undesirable  conditions  (Finding  2). 

PHA  management  must  become  more  responsible,  more 
resourceful,  and  accountable  in  performing  their  duties, 
while  PHA  governing  boards  need  to  exercise  more 
effective  oversight  of  PHA  affairs.  Both  parties  need  to 
work  together  more  closely  to  foster  closer  communication 
and  relationships  with  public  housing  residents  and  local 
residents. 


Major  PHA 
management  problems 
have  been  reported 
ova-  the  past  10  years 


Likewise,  local  governing  bodies  must  assume  a  more 
active  and  positive  role  in  supporting  and  assisting  these 
PHAs  to  achieve  their  goals.  HUD,  too,  must  continue 
and  intensify  its  efforts  to  work  in  a  constructive  manner 
with  large  PHAs  and  assist  them  in  solving  their  problems 
and  removing  impediments  to  the  effective  management  of 
public  housing.  HUD  must  also  act  decisively  and 
forcefully  to  remove  PHA  management  when  all  else  fails. 

HUD's  Annual  Contributions  Contract,  Part  II,  Section  201 
requires  each  PHA  to  be  operated  economically  and 
efficiently. 

Appendix  A  is  a  summary  of  the  major  problems  disclosed 
by  recent  audits.  The  problems  are  not  new.  Problems 
have  been  reported  to  HUD  over  the  past  10  years  through 
HUD's  management  reviews  of  PHAs,  audit  reports 
prepared  by  the  Office  of  Inspector  General  (OIG)  and 
Independent  Public  Accountants  (IP As),  and  special  reports 
prepared  by  consultants.  The  OIG  issued  a  memorandum 
report  on  April  2,  1984,  which  provided  a  summary  of 
operating  problems  at  16  financially  troubled  PHAs.  The 
reported  problems  are  similar  to  those  disclosed  in  recent 
audits. 
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Recent  PHA  audits 
showtiutt  va^OT 
problems  vemain 
unresolved 


Overall  Administration  and  Manapement 

Recent  audits  of  11  large  troubled  PHAs  show  significant 
continuing  problems  in  ensuring  effective  management  of 
their  overall  qjeradons.  Examples  include: 

•  Management  inefficiencies  at  the  Kansas  City  and 
Philadelphia  PHAs  have  brought  the  PHAs  to  the  brink 
of  bankruptcy  despite  HUD's  monitoring  efforts.  HUD 
took  control  of  the  Kansas  City  PHA  on  April  30, 
1992.  A  partial  takeover  of  the  Philadelphia  PHA  took 
place  on  May  22,  1992. 

•  At  the  Newark  PHA,  various  historical  operating 
problems  and  ineffective  maintenance  operations 
contributed  to  the  deterioration  of  about  45  percent  of 
its  housing  units.  Newark  had  5,770  of  12.904  units 
dqmjgrammed,  demolished,  or  vacant. 

Causes  include: 

1.  Noncompliance  with  the  terms  of  the  Annual 
Contributions  Contract  (ACC)  and  HUD  regulations. 

2.  Poor  oversight  of  staff  activities. 

3.  Lack  of  control  over  PHA  assets. 

4.  Inability  to  solve  known,  longstanding  operating 
problems. 

5.  Ineffective  leadership  and  management  controls  by  the 
PHA's  board  of  directors  or  executive  director. 

6.  Over-reliance  on  HUD  subsidies  to  supplant  financial 
problems,  coupled  with  the  limited  contribution  to 
overall  income  provided  by  residents. 

7.  Lack  of  adequate  staff  knowledge  and  training. 

8.  Lack  of  accurate  and  complete  management  information 
systems. 

9.  Frequent  executive  director  turnover. 


9MIQ-I0I40IS 


I  10 


49 


Finding  1 


Large  troubled  PHAs 
generally  lacked  sound 
financial  management 
and  cost  controls, 
primarily  due  to 
ineffective  Board  and 
Executive  Director 
oversight 


As  a  result,  the  need  for  Federal  operating  subsidy  will 
continue  to  increase,  the  number  of  vacant  units  will 
remain  high,  and  some  residents  will  continue  to  live  in 
low  quality  housing.  Furthermore,  the  public  housing 
program  will  continue  to  suffer  a  poor  public  image  due  to 
the  operations  of  relatively  few  PHAs. 

Financial  Management 

Recent  audiu  at  10  of  11  PHAs  showed  that  a  lack  of 
sound  fmancial  management  and  cost  controls  caused  the 
PHAs  to  experience  deteriorating  financial  conditions. 
Some  PHAs  used  inequitable  cost  allocation  methods  which 
did  not  accurately  reflect  the  financial  state  of  their  public 
housing  programs.  The  primary  cause  was  ineffective 
oversight  by  the  board  of  commissioners  and/or  the 
executive  director.  As  a  result,  HUD  lacks  assurance  that 
its  funds  are  protected  against  waste  and  put  to  use  in  the 
best  interest  of  the  residents. 

A  review  of  the  operating  receipts  and  expenditures 
statements  for  each  of  the  audited  PHAs  shows  some 
possible  adverse  trends: 

•  HUD  operating  subsidies  are  increasing  at  a  faster  rate 
than  operating  receipts,  indicating  that  the  PHAs  are 
becoming  more  dependent  on  Federal  operating 
subsidy,  and 

•  Administrative  expenses  are  increasing  at  a  faster  rate 
than  maintenance  expenses,  indicating  less  money  is 
being  directed  at  repairing  the  housing  stock. 
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TSEHS  ANALYSIS  Or  TBI  AOOITID  PBAa 
HUB   CONTBIBUTION 


TSENO   ANALYSIS  Or  TBI   AOOITES   FBAl 
OPERATIMC    RECEIPTS 


rUCAL    YEAR 


TBIMD    ANALYSIS  Or  TBE   ADDITES    PHAi 
AOniMISTIIATIVE   EXPENSES 


TREND    ANALYSIS   Or   THE    AUDITED    PRAt 
TOTAL    MAINTENANCE   EXPENSE 
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At  some  PHAs,  operating  reserves  increased  while 
maintenance  expenses  declined.  PHAs  may  increase 
reserves  in  order  to  be  removed  from  HUD's  'troubled* 
status,  while  units  are  not  repaired. 

Appendix  B  highlights  some  significant  differences  in  iht 
operating  cosu  of  large  PHAs  when  compared  to  smaller 
PHAs. 
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About  87  percent  of  the 
large  troubled  PHAs* 
units  did  not  meet 
HUD'S  Housing 
Quality  Standards 


Housing  Quality  Standards 

Dwelling  unit  inspections  at  10  audited  PHAs  showed  that 
residents  were  living  in  units  that  did  not  meet  HUD's 
minimum  Housing  Quality  Standards  (HQS).  A  total  of 
1,245  units  were  inspected  at  10  of  the  11  audited  large 
troubled  public  housing  authorities.  For  the  units 
inspected,  1,078  of  1,245  dwelling  units  had  HQS 
violations  (87  percent).  The  1,078  units  included  6,223 
HQS  violations  or  an  average  of  5  violations  per  unit.  The 
severity  of  the  violations  varied  widely—  from  easily 
corrected  to  major  repair,  including  certain  units  requiring 
modernization. 


LARGE  TROUBLED  PHAs 
BOOSING  QOAUTY  STANDARDS 
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PHAs  did  not: 

•  implement  effective  preventive  maintenance  programs, 

•  inspect  all  dwelling  units  annually, 

•  correct  deficient  conditions  after  inspection. 
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About  one-sixth,  or 
15,563,  of  the  audited 
PHAs'  total  units  were 
vacant  despite  long 
waiting  lists 


•  provide    formal     training    and    written    inspection 
procedures,  and 

•  implement  adequate  quality  control  systems. 

As  a  result,  PHAs  cannot  assure  HUD  that  decent,  safe, 
and  sanitary  housing  units  are  provided  to  all  residents. 

Vacancies 

The  audited  PHAs  had  one-sixth  (15,563)  of  their  total 
units  vacant  (see  table  below).  Seven  of  the  11  audited 
PHAs  had  vacancy  rates  exceeding  10  percent  of  their 
inventory  during  1992. 

HUD  Handbook  7460.7  REV-1,  Paragraph  2-1,  (c)(1)(d) 
^)ecifies  a  PHA  performance  standard  of  three  percent  or 
less  for  vacant  units. 

24  CFR  990.112  permits  PHAs  to  collect  HUD  subsidies 
for  vacant  units.  Operating  subsidy  is  calculated  by 
multiplying  a  determined  expense  level  by  the  number  of 
months  the  units  are  available  for  occupancy  during  a  given 
fiscal  year.  Units  are  considered  available  until  they  are 
officially  deprogrammed. 

The  following  table  summarizes  and  compares  the  number 
of  vacant  housing  units,  the  total  number  of  units,  and  the 
vacancy  rates  at  the  1 1  audited  PHAs. 
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Summary  of  Vacant  Units  and  Vacancy  Rates                                       | 

PHANAME 

TOTAL  UNITS 

VACANT 

Rate  % 

NEW  HAVEN 

3.522 

394 

11 

NEWARK 

10.588 

3,302 

31 

PHILADELPHIA 

22,168 

4,906 

22 

WASHINGTON  DC 

U.796 

2,085 

18 

JACKSONVILLE 

2,855 

71 

2 

CUYAHOGA 

12.017 

3,441 

29 

KANSAS  CJ 1  Y 

2,058 

696 

34 

LUCAS  COUNTY 

3.498 

399 

11 

SAN  FRANOSCO 

6,757 

113 

2 

LOS  ANGELES 

8,756 

110 

1                        1 

BIRMINGHAM 

6,811 

136 

2                       1 

TOTAL 

90,826 

15,563 

17                       II 

SOLTICE:    HUD.  Troubled  PHA  Profile  Screen  9/30/92                              \ 

Under  current  rules,  PHAs  receive  HUD  funds  even  when 
units  are  vacant.   Some  results  include: 

•  Existing  regulations  allowed  the  Newark  PHA  to 
receive  operating  subsidies  for  1 ,079  vacant  units  which 
are  in  buildings  that  were  closed  or  partially  closed  for 
several  years.  The  PHA  was  able  to  become 
financially  sound-  accumulating  an  operating  reserve  of 
$31  million  for  the  fiscal  year  ended  March  31,  1992- 
while  its  units  deteriorated  and  families  waited  for 
units. 

•  Since  1987,  the  Cuyahoga  PHA  has  received  S47.3 
million  in  operating  subsidy  to  maintain  vacant  units. 
The  PHA  was  waiting  for  HUD's  approval  of  its  master 
rehabilitation  plan  before  deprogramming  the  units. 
Estimated  rental  income  loss  since  1987  was  about  $2.4 
million  annually. 
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During  fiscal  year  1992,  Washington,  DC  PHA  was 
expected  to  lose  $4.8  million  in  potential  rental  income 
due  to  vacant  units.  The  PHA  receives  an  estimated 
$S.S  million  in  HUD  operating  subsidies  for  its  vacant 
units. 


Maintenance  efforts  at 
the  audited  PHAs  were 
inadequate  and  slow, 
creating  poor  living 
conditions 


Vacant  units  are  uneconomical  and  inefficient  for  the 
following  reasons: 

•  PHAs  still  receive  operating  subsidy  for  vacant  units. 
The  PHA  must  initiate  a  request  to  have  units  removed 
from  their  inventory. 

•  PHAs  lose  rental  income  while  the  units  are 
unoccupied. 

•  The  1 1  audited  PHAs  have  at  least  32,025  people  on 
their  waiting  lists. 

A  1984  OIG  review  concluded  that  neither  HUD  nor  PHAs 
have  developed  effective  plans  to  desl  with  vacant  units. 
Both  parties  appear  reluctant  to  dispose  of  units  even  when 
circumstances  show  it  would  be  cost  effective.  Recent  OIG 
reviews  show  that  the  PHA's  reluctance  to  demolish  units 
may  be,  in  part,  due  to  the  1988  amendments  to  the  US 
Housing  Act  of  1937.  The  amendments  restricted  the 
demolition  and  disposition  of  existing  public  housing  units 
by  requiring  the  PHAs  to  replace  every  unit  eliminated  (See 
Finding  2). 

Maimcnanw 

At  10  audited  PHAs  physical  inspection  of  dwelling  units 
showed  that  PHA  maintenance  efforts  were  inadequate  and 
untimely  compared  to  HUD  and  PHA  standards.  Examples 
include: 

•  As  of  February  1992,  New  Haven  PHA  had  5.985  open 
work  orders  at  29  developments.  About  93  percent  of 
the  work  orders  were  classified  as  routine  while  the 
remaining  seven  percent  were  emergencies.  About  29 
percent  of  the  work  ordas  were  outstanding  from  seven 
months  to  one  year  while  71  percent  were  open  for  one 
month  or  more. 
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•  In  March  1992,  Washington,  DC  PHA  employed  a 
maintenance  staff  of  463  employees.  Based  on  HUD 
indicators,  the  PHA  had  168  excess  positions  at  a  cost 
of  $2.4  million  annually.  Vacant  units  remained 
unoccupied  for  an  average  1 ,033  days  or  almost  three 
years  before  re-occupancy.  Review  of  150  work  orders 
showed  that  41  percent  of  work  orders  written  were  not 
completed. 

HUD  Handbook  7460.7-REV  1  specifies  a  PHA 
performance  standard  of  30  days  for  the  repair  and 
occupancy  of  a  vacant  unit.  PHA  maintenance  policies  and 
procedures  generally  specify  a  response  time  of  three 
working  days  for  routine  repairs  and  one  working  day  for 
emergency  repairs. 

Contributing  factors  to  the  PHAs'  maintenance  problems 
included: 

1.  Ineffective  or  no  management  information  systems  for 
tracking  work  orders  and  employee  productivity. 

2.  Lack  of  or  ineffective  preventive  maintenance 
programs. 

3.  Poorly  trained,  unqualified,  and  unsupervised 
maintenance  staffs. 

4.  Inadequate  or  no  quality  control  over  maintenance. 

5.  Shortages  of  funds,  staff,  and  supplies. 

As  a  result,  many  public  housing  residents  endure  poor— 
and  even  deplorable—  living  conditions. 
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PHAs'  Tductanoe  to 
evict  non-paying 
residents  incacases 
delinquencies  and 
write-offs  of 
uncollectible  dd>ts 


Bent  rollections 

Several  audited  PHAs  experienced  difficulty  with  collecting 
rent  from  current  and  former  residents.  Lengthy  eviction 
proceedings  supported  by  a  pro-resident  court  system  made 
rent  collection  difficult.  As  a  result,  PHAs  are  reluctant  to 
evict  non-paying  residents. 

Recent  audits  show  large  outstanding  delinquent  rent 
balances  at  five  of  the  11  audited  PHAs.  The  five  PHAs 
had  delinquent  rent  totaling  $17  million,  but  $12  million 
had  been  written  off  as  uncollectible  while  delinquencies 
continued. 

The  following  table  summarizes  the  amounts  of  delinquent 
and  uncollectible  rents  at  five  PHAs. 


SUMMARY  OF  DELINQUENT  AND  UNCOLLKrTBLE  SBm                                                      R 
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At  some  PHAs,  current  residents  refuse  to  pay  rent  due  to 
the  lack  of  maintenance  to  their  dwelbng  units.  Others  fall 
behind  because  of  financial  problems.  The  OlG's  1984 
report  disclosed  that  courts  did  not  rule  in  favor  of  PHAs' 
eviction  petitions  because  the  PHAs'  had  not  maintained  the 
dwelling  units  according  to  the  terms  of  the  lease  and  the 
ACC.  Historically,  PHAs  have  experienced  little  success 
in  collecting  delinquent  rents  from  former  residents  even 
with  the  support  of  a  collection  agent.  Consequently, 
PHAs  are  reluctant  to  evict  non-paying  residents. 
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The  audited  PHAs  did 
not  always  follow 
procurement  policies  or 
obtain  the  best  prices 
for  their  purchases 


Procurement 

Seven  of  the  11  audited  PHAs  did  not  always  follow 
prescribed  procurement  policies.  As  a  result,  PHAs  cannot 
always  assure  that  the  best  prices  were  obtained  for 
purchases  of  goods  and  services.  Causes  included 
intentional  circumvention  of  HUD  and  PHA  requirements, 
inadequate  planning  and  poor  controls  over  purchasing  and 
contracting.   Recent  audits  show: 

•  In  April  1993,  nine  former  employees  of  the 
Philadelphia  PHA  and  six  contractors  were  charged  in 
Federal  court  on  various  charges  relating  to  extortion 
and  bid  rigging.  The  PHA's  former  director  of 
maintenance  was  charged  with  illegally  taking  $323,925 
from  contractors  in  return  for  awarding  them  contracts. 

•  At  the  Washington,  DC,  PHA,  we  reviewed  26 
contracts  and  identified  about  $149,000  in  ineligible 
costs  and  about  $996,000  in  questioned  costs,  which 
were  paid  with  HUD  funds.  Because  management  had 
not  implemented  appropriate  controls,  a  wide  range  of 
PHA  employees  and  departments  were  involved  in  the 
procurement  process. 

•  The  Kansas  City  PHA  did  not  follow  HUD  regulations 
in  procuring  legal  services  and  executing  contracts 
despite  repeated  instructions  from  HUD  to  improve  its 
compliance.  The  PHA  paid  three  law  firms  $312,000 
during  the  26-month  period  of  January  1990  through 
February  1992.  All  three  law  firms  provided  services 
based  on  outdated  proposals  originally  developed  in 
1983  and  1989. 


Some  PHAs  deviated 
from  HUD's  and  their 
own  persmmel  practices 
and  incurred  excessive 
costs 


Personnel  Practices 

Contrary  to  the  terms  and  conditions  of  the  ACC,  six  of 
the  1 1  audited  PHAs  did  not: 

•  document  that  administrative  salaries  were  comparable 
to  local  public  practice, 

•  evaluate  staffing  levels  according  to  HUD  indicators, 
and 
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•  avoid  paying  contractors  for  work  which  overlapped 
with  employee  duties. 

Section  307  of  the  ACC  and  HUD  Handbook  7401.7,  the 
New  Public  Housing  Agency  (PHA)  Personnel  Policies 
Handbook  requires  PHAs  to  maintain  salary  documentation 
to  support  the  comparability  of  their  employees'  salaries 
with  those  of  employees  in  local  public  practice. 
Generally,  this  rule  relates  to  PHAs  clerical  and 
administrative  (non-union)  staff,  as  PHAs  are  most  likely 
to  have  union  agreements  with  maintenance  and  custodial 
locals.  HUD's  review  and  ^proval  of  a  PHA's  salary 
comparability  is  not  required;  however,  HUD  retains  the 
prerogative  to  disallow  PHA  salaries  where  the  PHA  has 
acted  imprudently  in  light  of  the  ACC  requirements  for 
promoting  efficient  and  economical  operations. 

Recent  audits  of  PHA  personnel  costs  included  $390,665  in 
ineligible  costs,  SI. 3  million  in  unsupported  costs  and 
$10.1  million  in  cost  efficiencies  (see  APPENDK  C). 
Causes  included  PHA  management's  disregard  of  HUD 
requirements,  inadequate  oversight  of  budgeting  and 
incorrect  cost  allocation.   Speciflc  examples  included: 

•  Over  $366,800  in  ineligible  and  unsupported  personnel 
costs  were  identified  at  the  Philadelphia  PHA  primarily 
as  the  result  of  its  improper  or  questionable  use  of 
consultants.  For  example,  the  PHA,  on  April  30, 
1990,  hired  its  former  Executive  Director,  who 
resigned  on  May  2,  1990,  to  provide  consulting 
services  for  one  hour  a  week.  The  PHA  paid  $40,976, 
or  $1,951  an  hour,  for  that  consulting  service  over  a 
five-month  period  ended  September  27,  1990. 

•  According  to  HUD's  recommended  average  staffing 
ratios  for  PHAs,  the  Los  Angeles  PHA  was  potentially 
overstaffed  by  as  many  as  2(X)  full-time  equivalent 
(FTE)  employees,  consisting  of  168  administrative  and 
32  maintenance  employees. 

Current  and  prior  audits  indicate  that  PHAs  are  generally 
slow  or  reluctant  to  halt  their  excessive  employee  salary 
and  fringe  benefit  payments,  excessive  and  unnecessary 
hiring,  unfair  cost  allocations,  and  other  improper 
personnel  practices.  Some  PHAs  knowingly  deviated  from 
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Some  large  troubled 
PHAs  lacked  proper 
cash  and  accounting 
controls,  making  them 
vulnerable  to  losses 
ftom  ftaud,  waste,  and 
abuse 


HUD's  and  their  own  established  personnel  practices. 
Others  did  not  have  effective  systems  for  detecting  the 
personnel  problems  and  taking  appropriate  corrective 
actions.  The  excessive  and  unnecessary  personnel  costs 
contributed  to  the  PHAs'  financial  problems. 

Cash  and  Accounting  Controls 

For   six   of  the    11    audited   PHAs,  proper   cash   and 

accounting  controls  were  not  in  place  to  protect  against 

losses  from  fraud,  waste  and  abuse.  The  deficiencies 
included: 

1 .  Bank  reconciliations  were  not  performed  property  and 
timely. 

2.  Records  of  residents'  accounts  receivable  were  not 
accurate  and  complete. 

3.  Bank  accounts  were  not  always  fully  collateralized. 

4.  Resident  funds  were  not  maintained  and  used  to  ensure 
proper  accountability. 

5.  Investments  and  interest  income  were  not  recorded  and 
distributed  properly. 

6.  Program  funds  were  borrowed  from  one  program  to 
cover  fund  deficiencies  of  another  program. 

7.  Some  disbursements  lacked  adequate  authorizations  and 
supporting  documentation. 

8.  Posting  to  books  of  accounts  was  not  always  accurate 
and  timely. 

Recent  audits  showed: 

•  The  San  Francisco  PHA  did  not  establish  or  use  proper 
accounts  in  support  of  its  day-to-day  operations, 
resulting  in  books  of  accounts  which  were  generally 
unreliable  and  presented  a  distorted  picture  of  the 
PHA's  true  financial  position. 
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•  The  Los  Angeles  PHA  maintained  two  separate 
accounting  systems  for  resident  accounts  receivable. 
One  system  was  computerized  and  used  for  official 
recordkeeping  purposes.  The  other  system  was  manual 
and  used  for  reporting  to  HUD.  We  found  that  both 
systems  had  errors;  however,  the  computerized  system 
appeared  more  accurate  and  reliable  than  the  manual 
system. 

•  The  Birmingham  PHA  had  known  cash  shortages 
totaling  $11,268,  but  lacked  a  policy  for  addressing 
such  shortages.  As  a  result,  the  PHA  did  not  take 
prompt  actions  to  identify  the  causes  of  the  cash 
shortages,  making  recovery  of  the  missing  funds 
doubtful. 

•  Contrary  to  the  terms  of  its  ACC  and  Federal 
regulations,  the  New  Haven  PHA  advanced  public 
housing  funds  to  other  programs.  Moreover,  the  PHA 
did  not  reimburse  the  public  housing  program  timely. 
At  September  1991,  the  public  housing  program  was 
owed  $532,077  from  15  sources.  By  March  1992,  the 
amount  of  funds  advanced  to  other  programs  increased 
to  $1,146,894. 

The  above  examples  and  the  results  of  our  recent  and  past 
PHA  audits  demonstrate  that  most  large  troubled  PHAs 
lack  adequate  internal  controls  over  their  handling  of  cash 
and  other  monetary  assets.  Our  October  16,  1992  report 
(93-HO- 101 -0002),  which  summarized  93  PHA  external 
audit  reports  issued  during  fiscal  years  1987  to  1991, 
disclosed  that  about  $3.4  million  of  assets  were  lost  or 
misused  by  the  PHAs  audited.  About  $1.9  million  (55 
percent)  of  the  $3.4  million  in  losses  was  caused  in  part  by 
the  lack  of  internal  controls.  Other  causes  included:  (1) 
disregard  of  HUD  requirements  and  generally  accepted 
accounting  standards,  (2)  lack  of  responsible  management 
and  oversight,  (3)  failure  to  implement  the  IPAs' 
recommendations  and  HUD's  instructions  for  improving 
controls,  and  (4)  lack  of  staff  knowledge  and  training. 
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Auditee  Conunents 


In  a  memorandum  received  on  August  25,  1993  (sec 
Appendix  H),  the  Assistant  Secretary  for  Public  and  Indian 
Housing  (PIH)  provided  comments  on  our  draft  report.  He 
expressed  general  agreement  with  our  Finding  1  and  also 
provided  clarifying  comments  relating  to  several  matters  in 
the  body  of  the  Finding. 

We  clarified  the  fmding  as  suggested  by  the  Assistant 
Secretary.  In  addition,  we  revised  draft  Recommendations 
lA  and  ID  and  deleted  draft  Recommendations  IB  and  IK. 


Recommendations 


We  recommend  that  you: 


lA.  Implement  a  coordinated  strategy  (using  available 
Federal,  State  and  local  resources)  to  address  the 
long-standing  problem  of  poor  PHA  performance. 
This  strategy  should  be  sufficiently  aggressive  in 
promoting  the  changes  necessary  to  ensure  that 
PHAs  are  well-managed  and  reduce  turnover  at 
PHAs'  top  management  levels. 

IB.  Require  PHAs  to  submit  evidence  that  they  have 
implemented  comprehensive  preventive  maintenance 
programs  to  reduce  their  long-term  maintenance 
costs,  minimize  the  number  of  HQS  violations,  and 
improve  public  housing  residents'  living  conditions. 

IC.  Revise  regulations  so  that  HUD  does  not  have  to 
pay  subsidies  on  units  which  are  vacant  and  where 
the  PHA  has  no  plans  to  renovate  or  reoccupy. 

ID.  Continue  to  support  amendments  to  existing 
regulations  which  ensure  that  PHAs  do  not  receive 
HUD  operating  subsidies  for  units  which  remain 
vacant  and  uninhabitable  for  excessive  periods 
(e.g.,  over  1  year). 

IE.  Require  PHAs  to  adopt  and  implement  uniform 
maintenance  standards  and  procedures. 
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IF.  Require  PHAs  to  provide  evidence  that  they  have 
implemented  effective  management  infonnation 
systems  for  tracldng  maintenance  work  orders  and 
maintenance  employees'  productivity. 

IG.  Develop  new  strategies  and  incentives  which  will 
encourage  PHAs  to  implement  more  effective  and 
economical  maintenance  of  the  public  housing 
stock. 

IH.  Provide  technical  assistance,  as  appropriate,  to 
promote  information  sharing  among  PHAs  on  rent 
collection  improvement  efforts  and  any  other 
common  problem  areas  which  directly  affect  PHAs' 
ability  to  operate  economically  and  effectively. 

II.  Develop  new  strategies  for  holding  executive 
directors  and  other  top  level  PHA  management 
officials  responsible  when  PHAs  knowingly  deviate 
from  HUD's  regulations  and  their  own  policies  and 
procedures  governing  procurement  and  personnel 
practices. 

IJ.  Require  PHAs  with  significant  internal  control 
deficiencies,  as  reported  through  audits  or  other 
reviews,  to  submit  evidence  of  their  efforts  to 
establish  and  implement  effective  internal  control 
systems. 

IK.  Encourage  PHAs  with  demonstrated  efficient 
management  operations  to  share  their  experiences 
with  PHAs  having  administrative  problems. 
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New  and  Innovative  Changes  Are  Needed  In 

The  Public  Housing  Program  To 

Accommodate  The  Problems  Facing  Large 

Troubled  PHAs 


Many  PHAs  have  remained  on  HUD's  list  of  troubled  PHAs  for  over  ten  years.  The  prolonged 
'troubled*  status  is  related  to  poor  management  practices  at  these  PHAs  (Finding  1).  However, 
housing  groups  and  commissions,  academics,  public  housing  officials,  and  consultants  have  also 
identified  various  administrative,  regulatory,  and  statutory  requirements  which  are  barriers  to 
effective  management  and  are  especially  problematic  for  large  urban  PHAs.  Specifically,  some 
HUD  regulations  related  to:  (1)  rent,  (2)  funding,  (3)  admissions,  and  (4)  replacement  housing 
can  act  as  barriers  to  effective  management.  Consequently,  some  large  troubled  PHAs  are  unable 
to  reduce  their  need  for  Federal  operating  subsidy  or  improve  housing  conditions. 


Relaxation  of  barriers 
must  be  weighed  against 
economy  and  efficiency 
issues 


Allowing  PHAs  some 
flexibility  in  setting  rents 
could  generate  additional 
revenue  for  operations 


Relaxation  of  administrative,  regulatory  and  statutory 
barriers  must  be  weighed  carefully  as  they  often  balance 
the  issues  of  economy  with  human  needs  and  efficiency 
with  accountability. 

1.   Rent 

PHA  rent  collection  is  limited  by  existing  HUD 
regulations.  Some  PHA's  cannot  reduce  their  need  for 
Federal  operating  subsidy.  This  is  especially  problematic 
for  large  urban  authorities  as  their  resident  populations 
include  a  higher  percentage  of  families  on  public  assistance 
or  the  very  low  income.  Interested  parties  point  out  that 
additional  revenue  could  be  generated  if  PHAs  were  given 
some  flexibility  in  setting  rents. 

Section  204  ,  paragraph  A,  of  HUD's  ACC  states  that  the 
authority  shall  fix  income  limits  for  occupancy  and  rents 
after  taking  into  consideration: 

•  the  family  size,  composition,  age,  physical  handicaps, 
and  other  factors  which  may  affect  the  rent  paying 
ability  of  the  family,  and 
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•  the  economic  factors  which  affect  the  financial  stability 
and  solvency  of  the  authority.  Paragr^h  B  reiterates 
by  stating  that: 

•  income  limits  shall  restrict  occupancy  to  families  of  low 
income.  Rents  shall  assure  the  financial  solvency  of  the 
authority. 

24  CFR  913. 107  (a)  states  that  total  resident  payment  shall 
be  the  highest  of: 

•  30  percent  of  monthly  adjusted  income; 

•  10  percent  of  monthly  income;  or 

•  the  housing  portion  of  any  welfare  assistance  payment. 

A  review  of  periodical  literature  makes  it  clear  that  large 
urban  authorities  have  made  their  units  available  to  families 
with  low  income.  It  is  not  clear  that  these  PHAs  have  been 
able  to  give  consideration  to  the  economic  factors  which 
affect  their  financial  stability  and  solvency.  In  public 
housing,  rent  payments  are  set  according  to  the  family 
income  r^ardless  of  the  cost  of  operating  the  dwelling 
unit.  In  private  industry,  rent  covers  the  cost  of  operating 
a  dwelling  unit  plus  a  profit  to  the  owner. 

The  rent  limitation  was  set  in  order  to  make  housing 
affordable  to  the  growing  number  of  families  with  very  low 
incomes  that  moved  into  public  housing.  Therefore,  the 
need  for  revenue  must  be  balanced  with  the  needs  of  those 
families  who  cannot  afford  shelter.  Large  PHAs  collect 
rent  from  low  income  households,  a  majority  of  which  are 
at  20  percent  or  below  the  local  median.  During  1992  the 
cost  of  operating  a  dwelling  unit  at  a  large  troubled  PHA 
was  S3,648  while  Federal  operating  subsidy  was  $2,434. 
The  difference  must  be  covered  by  rent  collection.  Federal 
operating  subsidies  have  grown  from  $6.5  million  in  1969 
to  $2.2  billion  in  1992.  In  general,  subsidy  levels 
increased  because  operating  costs  have  been  growing  along 
with  inflation  while  income  from  rent  has  grown  at  a 
slower  pace. 

Besides  rent  limitations,  some  large  PHAs  encounter 
difficulty  with  rent  collection  (Finding  1).  Large  troubled 
PHAs  are  owed  $52.6  million  from  current  and  former 
residents. 
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Providing  PHAs  adequate 
funding,  revenue- 
producing  incentives, 
sufficient  allowances  for 
non-shelter  services,  and 
more  control  of  their  own 
budgets  could  reduce 
their  need  for  Federal 
subsidies 


2.    Funding 

Several  issues  surround  HUD's  funding  of  all  PHAs  and 
are  of  particular  importance  to  large  troubled  PHAs. 
Funding  issues  include: 

a.  amount, 

b.  income, 

c.  non-shelter  services,  and 

d.  budgeting. 

a.  AmsuDl 

Adequate  funding  is  the  subject  of  great  debate.  HUD 
fiscal  year  1992  budget  authority  for  all  PHAs  is  as 
follows: 
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A  1990  HUD  study  titled:  "  Report  to  Congress  on 
Alternative  Methods  for  Funding  Public  Housing 
Modernization*,  estimated  that  the  backlog  of 
modernization  repairs  for  all  PHAs  would  cost  between  $13 
billion  and  $22  billion. 

Other  factors  need  to  be  considered  before  additional 
appropriations  are  decided: 

•  a  determination  of  how  much  is  wasted  due  to 
unnecessary  administration,  uneconomical  purchasing, 
and  other  mismanagement,  and 

•  how  PHAs  can  handle  additional  modernization  when 
they  have  nearly  $6  billion  of  past  appropriations 
unobligated. 

b.  iDcome 

i 
HUD  regulations  do  not  provide  incentives  to  PHAs  to 
nuucimize  rent  collection  or  develop  new  and  innovativ«| 
ways  of  raising  revenue.  j 

24  CFR  990.102  (c)(5)  and  990.104  (a)  define  the 
computation  of  operating  subsidy  as  the  difference  between 
(projected)  income  and  (projected)  expenses,  witii  certain 
adjustments  after  performance.  j 

Interested  parties  have  expressed  the  position  that  if  an 
authority  commits  resources  to  aggressive  rent  collection, 
it  is  rewarded  by  reduced  subsidy  from  HUD. 
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HUD  fiscal  data  shows  a  trend  of  increased  collection 
losses  at  large  troubled  PHAs.  The  trend  indicates  that  it 
may  be  easier  for  the  PHA  not  to  bother  with  rent 
collection;  get  the  maximum  amount  of  operating  subsidy; 
and  focus  its  attention  on  other  operating  matters. 
Collection  losses  for  1987  to  1992  were  $63.5  million. 


TOTAL  COLLECTION  LOSSES 
27  LARGE  TROUBLED  PHAs 
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c.    Non-Shelter  Services 

Large  troubled  PHAs  have  encountered  increased  demand 
for  non-shelter  services  such  as  police  protection,  child- 
care,  job  training,  and  nutritional  services.  Because 
HUD's  subsidy  may  not  include  a  sufficient  allowance  for 
non-shelter  services,  large  troubled  PHAs  are  directing 
other  financial  resources  toward  security  and  tenant 
services. 

Operating  and  expenditure  data  showed  that  the  large  PHAs 
spend  more  on  protective  and  tenant  services  than  their 
smaller  counterparts. 
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From  1987  to  1992,  the  cost  increased  from  $8  PUM  to 
$11  PUM  for  security  at  large  troubled  PHAs. 


TREND  ANAUSIS  FOB  THE  AODnXD  PHAl 
rsOTECTIVE  SERVICES 
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Large  troubled  PHAs  are  property  management  and  social 
service  organizations.  This  has  several  policy  implications: 

•  Private  owners  will  often  avoid  taking  responsibility  for 
the  security  of  residents.  PHAs  are  assuming 
responsibility  for  the  safety  of  the  residents. 

•  Other  Federal,  State,  and  local  authorities  provide 
funding  for  non-shelter  services.  PHAs  should  take 
advantage  of  those  sources  to  broaden  their  income  base 
and  obtain  additional  monies  for  police  protection, 
child-care,  job  training,  and  nutritional  services. 

d.   Budgeting 

Large  troubled  PHAs  are  funded  by  HUD  through  a  variety 
of  grants  and  loans.  The  most  commonly  discussed  HUD 
funding  sources  are  grants  for  operating  costs, 
modernization,  development,  drug  elimination,  resident 
management,  and  Section  8.  Some  large  troubled  PHAs 
<ind  it  difficult  to  manage  the  multiple  HUD  programs 
since  each  program  has  its  own  budget,  its  own  regulations, 
and  its  own  specified  uses.  Interested  parties  point  out  that 
HUD  exercises  too  much  control  over  authority  budgets 
and  workplans.  This  may  indicate  a  need  to  simplify  or 
consolidate  HUD  grants  and  loans. 

HUD's  Annual  Contributions  Contract,  Section  407 
qwcifies  that  public  housing  authorities  are  required  to 
submit  to  HUD  a  proposed  operating  budget.  HUD 
reserves  the  right  to  disapprove  or  modify  the  budget. 
Section  404  specifies  similar  budget  requirements  for  any 
development  activity  undertaken  by  the  PHA. 

24  CFR  961.30  (0  requires  PHAs  that  receive  drug 
elimination  grants  to  use  their  grants  according  to  their 
approved  work  plan. 

24  CFR  968.335  (a)  requires  the  PHA  to  conduct  its 
modernization  activities  according  to  a  HUD  tqjproved 
annual  statement  of  activities. 

At  issue  is  the  need  for  program  efRciency  balanced  with 
accountability: 
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PHAs    must    learn,    and    comply    with,    the 
administration  related  to  six  major  programs. 


grant 


•  HUD  monitoring  tends  to  focus  on  the  accomplishment 
of  pre-approved  grant  specific  activities  and  not  the 
overall  level  of  residents'  satisfaction  with  the  PHAs' 
services:  (i.e.,  the  units  are  in  good  repair  and 
occupied). 

A  1982  study  performed  by  HUD's  Office  of  Policy 
Development  and  Research,  called  "Alternative  Operating 
Subsidy  System  for  the  Public  Housing  Program," 
discussed  the  advantages  and  disadvantage  of  consolidating 
at  least  two  grant  programs:  operating  subsidy  and 
modernization. 

According  to  the  1982  study  "The  primary  advantage  of 
combined  funding  for  operations  and  modernization  is  that 
it  creates  incentives  for  public  housing  managers  to  plan 
their  repair  and  replacement  strategies  in  a  cost-effective 
manner.  On  the  other  hand,  putting  capital  improvement 
funding  for  public  housing  on  a  formula  basis  would 
remove  a  Federal  tool  for  intervening  in  the  program  to 
keep  particular  projects  operating  in  an  acceptable 
condition." 

3.   Admissions 


Allowing  PHAs  more 
control  over  admission 
could  improve  living 
conditions,  increase  rent 
collections  and  decrease 
maintenance  costs 


Interested  parties  point  out  that  years  of  Federal  regulation 
over  admissions  has  limited  the  ability  of  large  troubled 
PHAs  to  screen  out  disruptive  families.  It  is  argued  that 
the  composition  of  the  resident  population  can  have  a 
profound  effect  on  conditions  and  management  at 
authorities  including  the  rent  collection  rates,  maintenance 
costs,  and  the  social  environment. 


A  brief  history  of  admission  and  assignment  policies  best 
illustrates  the  changing  priorities  in  public  housing 
admissions  and  the  associated  management  dilemma: 

•  The  1937  Act  limited  admission  to  2  or  more  person 
families  of  low  income. 

•  The  1949  Act  required  preferences  (priority  for 
housing)  for  veterans  and  those  displaced  by 
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government  slum  clearance.   The  Act  also  prohibited 
discrimination  against  welfare  recipients. 

The  November  1969  HUD  Annual  Contributions 
Contract,  Section  206  required  the  PHA  to  establish 
admission  policies.  The  policies  must  be  reasonable 
and  give  full  consideration  to: 

•  rehousing  displaced  families, 

•  veteran  status, 

•  housing  conditions, 

•  urgency  of  housing  need,  and 

•  source  of  income. 

Furthermore,  two  person  families  were  given  priority 
over  single  persons. 

The  1974  Act  established  the  category  of  "very  low 

income".    PHAs  had  to  try  to  make  sure  that  housing 

developments  contained  a  mix  of  low  income  and  very 

low  income  households.  Households  were  classified  as: 

•  low  income:  fomilies  with  income  SO  to  80  percent 
of  the  local  median  income,  or 

•  very  low  income:  families  with  income  less  than  50 
percent  of  the  local  median  income. 

The  1981  Act  gave  preferences  to  the  elderly,  disabled, 
and  the  involuntarily  displaced. 

The  1984  HUD  regulations  required  HUD  approval  for 
admission  of  families  with  50  to  80  percent  of  local 
median  income  into  dwelling  units  completed  after 
October  1,  1981. 

The  1987  Act  gave  preferences  to  families  on  PHA 
waiting  lists  who  were  living  in  substandard  housing, 
families  with  no  housing,  families  involuntarily 
displaced,  and  fomilies  paying  SO  percent  or  more  of 
their  income  for  rent. 

The  1992  Code  of  Federal  Regulations,  Title  24. 
provides  further  clarification  of  the  goals  of  resident 
selection  and  admission  policies. 
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Relaxing  PHAs' 
Tq>laceinent  housing 
requirements  would 
remove  obsolete  non- 
viable tmits  from  the 
public  housing  stock  and 
reduce  PHAs'  operating 
expenses  and  subsidy 
needs 


The  regulations  at  24  CFR  960.204  (b)  sated  that  the 
design  of  resident  selection  policies  were  to: 

•  avoid  concentration  of  the  most  economically  and 
socially  deprived  families  within  each  development, 

•  preclude  admission  of  disruptive  families, 

•  foster  a  mix  of  families  within  each  development 
which  have  a  broad  range  of  incomes,  and 

•  give  preference  to  families  experiencing  hardship. 

The  regulations  at  24  CFR  960.211  (a)  and  (c)  list  the 
Federal  preferences  for  admission  into  public  housing  as: 

•  involuntary  displacement, 

•  living  in  substandard  housing,  or 

•  paying  50  percent  or  more  of  family  income  for 
rent. 

The  1990  report  by  the  National  Association  of  Housing 
and  Redevelopment  Officials,  entitled  "The  Many  Faces  of 
Public  Housing,'  reported  that  PHAs  agree  that  families 
who  qualify  for  public  housing  should  not  be  stratified  as 
"needy"  and  "needier". 

4.   Replacement  Housing 

The  timely  demolition  or  disposition  of  public  housing  is 
often  impeded  because  PHAs  are  unable  to  meet  the 
statutory  requirements  for  replacing  units  removed  from 
their  public  housing  inventories.  Several  factors  have 
adversely  affected  PHAs'  efforts  to  meet  the  replacement 
housing  requirements: 

•  limited  availability  of  public  housing  development  and 
Section  8  assistance, 

•  lack  of  acceptable  sites  for  new  replacement  housing 
developments,  and 
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•  local  opposition  to  the  construction  of  new  public 
housing  units. 

•  Other  issues  for  HUD  include: 

•  providing  funds  for  replacing  obsolete  or  otherwise 
nonviable  housing  units, 

•  providing  development  funds  to  PHAs  which  may 
have  mismanaged  their  housing  stock,  and 

•  determining  an  s^jpropriate  amount  of  funding. 

Section  214  of  the  Housing  and  Urban-Rural  Recovery  Act 
of  1983  (Public-Law  98-181)  required  PHAs  to  get  HUD 
approval  before  demolishing  or  disposing  of  public  housing 
properties. 

Section  121  of  the  Housing  and  Community  Developrhent 
Act  of  1987  (Public  Law  l(X)-242)  amended  Section  18  of 
the  United  States  Housing  Act  of  1937  to  require  PHAs  to 
develop  replacement  housing  plans  to  replace  public 
housing  units  designated  for  demolition  or  disposition.  A 
PHA's  replacement  housing  plan  must  be  completed  within 
a  six  year  period  and  generally  must  provide  for  r^lacing 
units  on  a  one-for-one  basis.  The  Act  required  that  the 
replacement  housing  be  provided  through  the  acquisition  or 
development  of  additional  public  housing  units  or  the  use 
of  IS  year  project-based  assistance. 

According  to  the  1987  Act,  a  PHA's  replacement  housing 
plan  is  to  include  a  method  for  ensuring  the  same  number 
of  individuals  or  families  will  be  provided  housing  as  prior 
to  the  demolition  or  disposition  of  the  public  housing  units. 
However,  the  PHA's  ability  to  replace  public  housing  units 
ultinuitely  depends  on  the  amount  and  type  of  Federal 
assistance  available  such  as  public  housing  development 
funds  or  Section  8  funds. 

Section  1 16  of  the  Housing  and  Community  Development 
Act  of  1992  (Public  Law  102-550)  relaxed  the  rq)lacement 
of  housing  requirements  somewhat  by  allowing  the  use  of 
S-year  project-based  assistance  or  public  housing 
development  units  and  S-year  Section  8  resident-based 
assistance  when  the  demolition  or  disposition  was  200  units 
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or  more.  Meeting  these  conditions,  however,  only 
qualified  as  50  percent  of  the  PHA's  replacement  housing. 

CuTTOitly,  units  are  not  demolished  because  of  local 
opposition  to  public  housing,  a  lack  of  available  sites,  and 
a  lack  of  funding-mainly  development  and  Section  8  funds. 
It  has  been  argued  that  funding  for  new  construction  is  not 
appropriate  when  there  are  approximately  100,000  existing 
vacant  units  nationwide. 

Removal  of  obsolete  or  non-viable  units  from  the  public 
housing  stock  has  potential  benefits  which  could: 

•  increase  a  PHA's  cash  flow  through  sale  of  public 
housing  developments,  particularly  those  on  property 
which  has  appreciated  land  value, 

•  reduce  PHA  operating  expenses, 

•  reduce  the  need  for  operating  subsidy  and 
modernization  funds,  and 

•  reduce  the  Federal  Government's  debt  service 
obligation  incurred  when  the  development  was 
constructed. 

In  a  memorandum  received  on  August  25,  1993  (see 
Appendix  H),  the  Assistant  Secretary  for  Public  and  Indian 
Housing  provided  comments  on  our  draft  report.  He 
expressed  general  agreement  with  our  Finding  2  and  also 
provided  the  suggestion  that  we  further  explain  or  clarify 
our  suggestions  regarding  an  alternative  funding  program 
or  formula  for  large  PHAs. 

As  indicated  in  the  body  of  the  finding,  a  1982  HUD  study 
initially  discussed  the  possibility  of  alternative  funding  for 
the  public  housing  program  as  a  means  of  improving  the 
condition  of  public  housing.  Our  suggestion  that  HUD 
consider  alternative  funding  for  large  troubled  PHAs  is  an 
extention  of  the  study's  concept.  As  we  point  out  in  the 
body  of  the  Finding,  large  troubled  PHAs  currently  receive 
a  variety  of  HUD  giants  and  loans.  Some  of  these  PHAs 
are  having  difficulty  in  managing  multiple  HUD  programs 
since  each  program  has  its  bwn  regulations  or  requirements 
for  budgeting  and  using  the  loan  or  grant  funds. 
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Recommendations  We  recomniend  you: 


2A.  Develop  an  alternative  operating  subsidy  for  large 
troubled  PHAs.  Consideration  should  be  given  to 
providing  for  limited  local  control  over: 

•  rent  and  income  limits, 

•  uses  of  modernization  and  development  fimds, 
and 

•  disposition  of  public  housing  developments. 

2B.  HUD  should  request  a  demonstration  program 
where  one  or  more  of  the  larger  urban  PHAs  is 
allowed  to  operate  under  a  modified  or  refined 
operating  subsidy  system  defined  in  2A. 

2C.  Seek  relief  from  the  replacement  housing 
requirements.  Proposals  could  include  suggestions 
for: 

•  permitting  a  different  housing  replacement  ratio 
other  than  one-for-one, 

•  exclusive  use  of  Section  8  certificates  and 
housing  vouchers  to  meet  replacement  housing 
requirements, 

•  lowering  the  200  unit  threshold  requirement, 

•  waiver  of  replacement  housing  requirements  as 
circumstances  dictate, 

•  allowing  State  and  local  low  income  housing 
development  to  be  counted  as  replacement 
housing,  and 

•  encouraging  localities  to  use  their  Community 
Development  Block  Grant  funds  for  replacement 
housing. 
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HUD  Should  Favor  Changes  To  The  Public 

Housing  Program  Over  Increased  Monitoring 

At  Large  Troubled  PHAs 

Overall,  HUD  monitoring  has  not  produced  a  positive  impact  on  the  inadequate  operating  and 
financial  conditions  at  large  troubled  PHAs.  The  primary  causes  are  HUD  strategies  and 
monitoring  procedures  which  do  not  address  all  the  recognized  characteristics  of  large  troubled 
PHAs.  Other  causes  cited  are  a  lack  of  staff  and  travel  funds.  Using  past  experience  and 
recognizing  that  HUD  is  by  statute  required  to  give  PHAs  the  maximum  responsibility  to  carry 
out  their  programs,  it  can  be  argued  that  even  the  most  staff  intensive  monitoring  efforts  will 
not  improve  existing  conditions.  HUD's  most  economic  and  efficient  alternatives  are  to  support 
changes  in  the  administration  of  the  public  housing  program.  The  alternative  is  to  expect 
deficient  conditions  at  large  troubled  PHAs  to  continue. 

HUD  officials  have  acknowledged  that  significant  problems  are  continuing  in  the  management 
of  certain  PHAs  and  that  there  is  no  one  single  approach  to  effectuating  improvements.  These 
officials  advised  us  that  HUD  intends  to  become  more  proactively  involved  than  was  done  in  the 
past  (see  section  on  Auditee  Comments). 


HUD  strategies  to  ^  comparison  of  1983  and  1992  HUD  briefing  papers  on 

improve  troubled  PHAs  ^^^  ^°''^^^  ^^^^  ^^°'^^  ^''^  ^'"^"^'^  ^'^  operating 

problems  have  persisted  at  many  of  the  same  large  urban 

PHAs  despite  years  of  HUD  monitoring.  While  HUD  has 

continuously  revised  its  strategies  and  procedures,   its 

methods  have  not  produced  the  desired  results.  The  end 

result  is  that  HUD  knows  more  about  the  conditions  at 

troubled  public  housing  authorities,   but  has  had  little 

success  in  impact  on  changing  those  conditions. 

Recent  Departmental  strategies  to  improve  troubled  PHAs 
include: 

•  implemenution  of  the  Public  Housing  Management 
Assessment  Program  (PHMAP), 

•  revised  monitoring  procedures, 

•  more  aggressive  use  of  administrative  sanctions, 
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•  direct  and  personal  involvement  of  Regional 
Administrators, 

•  delegation  of  review  and  approval  of  the  memorandum 
of  agreement  (workout  plan)  to  the  Regional 
Administrator, 

•  visits  to  all  troubled  PHAs  by  the  Assistant  Secretary  of 
Public  and  Indian  Housing,  and 

•  proposed  reorganization  of  the  Office  of  Public  Housing 
along  functional  lines. 

HUD  does  not  appear  able  to  provide  quick  remedial  action 
to  troubled  PHAs  because  its  strategies  do  not  address  all 
the  characteristics  of  troubled  PHAs.  A  comparison  of 
HUD  strategies  to  troubled  public  housing  characteristics 
best  illustrates  the  narrow  focus  of  HUD  strategies: 


CHARACTERISTICS  OF 
TROUBLED  PHAs 


HUD  STRATEGIES 
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Staf&ig  and  travel  funds 


Historically,  HUD  recognized  that  it  could  only  accomplish 
limited  PHA  monitoring  due  to  a  lack  of  staff  and  travel 
funds.  The  issue  of  lack  of  travel  funds  appears  moot 
when  it  is  recognized  that  HUD  offices  are  generaUy 
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located  near  troubled  PHAs.  However,  the  issue  of 
sufficient  staffing  is  valid  but  not  easily  quantified. 

Public  housing  consists  of  3,300  PHAs  with  1.3  million 
dwelling  units.  HUD  public  housing  staff  consists  of  1100 
employees  nationwide.  That  equals  one  HUD  employee  for 
every  three  PHAs  or  1,090  units.  Frankly,  an  appropriate 
level  of  staffing  cannot  be  determined.  The  following 
conditions  are  barriers  to  making  recommendations 
concerning  staffmg: 

•  HUD  departments  are  funded  and  staffed  under  separate 
budgets.  A  recommendation  for  new  hiring  would 
require  evidence  that  all  other  HUD  departments  are 
utilizing  their  existing  staff  at  full  capacity.  Sufficient 
data  to  complete  this  analysis  is  not  available. 

•  To  suggest  more  staffing  to  accomplish  more 
monitoring  would  be  inappropriate.  Under  the  present 
form  of  HUD  operations,  more  monitoring  merely 
means  more  reports. 

•  Consideration  of  alternative  forms  of  administering  the 
public  housing  program  and  the  effective  use  of  office 
technology  has  a  significant  impact  on  staffing  needs. 

For  the  Philadelphia  Regional  Office,  staff  assigned  to  the 
Philaddphia  Housing  Authority  has  varied  from  three  to 
over  16  persons  with  occasional  support  from  an  outside 
consultant.  Due  to  the  recent  partial  takeover  of  the  PHA 
on  May  22.  1992,  a  special  task  force  of  16  HUD 
employees  was  assembled  to  perform  a  review  of  the 
PHA's  operations.  The  task  force  was  dissolved  without  a 
final  report.  Thus  the  impact  of  the  task  force  on  the 
PHA's  operation  is  unknown.  Local  coverage  by  the  media 
has  described  the  conditions  at  the  PHA  as  worse  not 
better.  The  Philadelphia  experience  suggests  that  staffing 
'  for  monitoring  and  oversight  has  to  do  with  quality  over 
quantity  and  HUD  managements'  use  of  its  own  work 
products.  The  role  of  a  HUD  representative  was  seen  as  a 
facilitator  more  than  an  enforcer.  Consequently,  HUD 
managers  often  lacked  the  commitment  to  take  a  hard  line 
with  non-responsive  PHAs.  Only  recently  were  contract 
breach  and  takeover  a  recurring  HUD  management  option. 
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In  addition,  a  recent  audit  of  HUD  staffing  (93-HQ-169- 
005.  issued  March  8,  1993)  disclosed  that  HUD  lacks  a 
uniform  and  reliable  system  to  identify,  request,  and 
allocate  needed  staffing.  The  Office  of  Public  and  Indian 
Housing  reported  that  the  office  had  no  system  to  equitably 
allocate  staff  to  the  HUD  Field  Offices.  For  selected 
regions,  HUD  staffing  does  show  an  uneven  allocation  of 
staff  (APPENDIX  D).  The  uneven  allocation  may 
adversely  affect  the  oversight  capability  of  each  office. 
The  report  concluded  that  HUD  lacks  sufficient  staff  to 
carry  out  its  responsibilities  but  also  recognizes  that  staffmg 
needs  are  also  affected  by  the  poor  condition  of  its  financial 
management  systems. 

HUD  has  hired  Price  Waterhouse  to  evaluate  HUD's 
oversight  of  PHAs  and  develop  a  technique  for  improved 
oversight  of  all  public  housing.  Subsequentiy,  HUD  has 
adopted  a  risk  management  approach  to  PHA  oversight  and 
implemented  the  Public  Housing  Management  Assessment 
Program  (PHMAP).  The  rating  system  of  PHMAP  will 
provide  a  guide  for  HUD  staff:  identifying  high  risk  PHAs 
and  allocating  appropriate  human  resources  to  the  job.  A 
pilot  program  was  begun  in  the  Chicago  Region  which 
organizes  the  public  housing  staff  into  functional 
specialists.  The  HUD  Public  Housing  Monitoring 
Handbook  is  under  revision. 

The  current  efforts  may  help  improve  some  of  the 
management  practices  discussed  in  Finding  1  but  may  not 
be  practical  to  address  the  management  barriers  discussed 
in  Finding  2.  While  it  is  important  to  recognize  tiiat  HUD 
seeks  to  improve  its  quality  of  service  to  all  PHAs,  99 
percent  of  PHAs  function  well  under  the  current  system 
while  one  percent  does  not. 


For  the  special  case  of  large  trouble  PHAs,  identifying  and 
proposing  changes  in  the  administration  of  the  public 
housing  program  appears  to  be  a  more  viable  option  than 
increased  monitoring.  Appendix  E  lists  some  suggested 
alternatives  to  the  present  method  of  administering  to  the 
public  housing  program.  Suggested  options  are: 


•    smaller  PHAs 
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Finding  3 


reduction  or  modification  to  existing  regulations, 
oversight  or  control  by  State  and  local  government, 
switch  to  an  alternative  form  of  housing  subsidy,  and/or 
choosing  an  alternate  form  of  management. 


In  a  memorandum  received  on  August  25,  1993  (see 
Appendix  H),  the  Assistant  Secretary  for  Public  and  Indian 
Housing  (PIH)  provided  comments  on  our  draft  report.  He 
expressed  general  agreement  with  our  Finding  3  and  also 
provided  the  suggestion  that  we  further  clarify  our 
statements  regarding  HUD's  actions  to  address  issues 
associated  with  troubled  PHAs. 

Subsequent  to  the  receipt  of  the  Assistant  Secretary's 
comments,  we  obtained  additional  information  from  PIH 
officials  on  future  HUD  actions  to  address  issues  associated 
with  tioubied  PHAs. 

The  PIH  officials  acknowledged  that  significant  problems 
are  continuing  in  the  management  of  certain  PHAs.  They 
believe  the  nature  and  extent  of  the  problems  are  such  that 
substantial  changes  must  be  made  in  the  way  in  which  the 
Department  currentiy  deals  with  tiiesc  agencies.  According 
to  these  officials,  PIH  will  shortiy  be  establishing  an  Office 
of  Distressed  and  Troubled  Housing,  reporting  directiy  to 
the  Assistant  Secretary,  for  the  express  purpose  of 
providing  focused  attention  to  both  troubled  PHAs  and 
severely  distressed  public  housing  developments. 

While  recognizing  thai  there  is  no  one  single  approach  in 
terms  of  effectuating  improvements,  PIH  intends  to  become 
much  more  proactively  involved  than  was  done  in  the  past. 
An  example  of  this  new  approach  is  the  Philadelphia 
Housing  Authority,  where  a  staff  person  will  be  directiy 
assigned  from  Headquarters  to  provide  oversight  and 
assistance  to  the  PHA  in  the  development  and 
implementation  of  a  carefully  constructed  plan  to  improve 
the  major  components  of  its  operation. 

In  addition,  PIH  advised  us  that  it  has  advertised  in 
Commerce  Business  Daily  to  procure  the  services  of  a  firm 
or  firms  to  carry  out  the  statutory  requirement  of  Sec.  1 13 
of  the  Housing  and  Community  Development  Act  of  1992. 
This  provision  requires  that  an  independent  assessment  be 
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completed  for  every  troubled  PHA.  PIH  intends  not  only 
to  ensure  that  these  assessments  are  conducted  with  the 
appropriate  expertise,  but  also  that  funds  are  made 
available  for  the  purpose  of  providing  technical  assistance 
so  that  the  PHAs  can  correct  the  identified  deficiencies. 
PIH  believes  that  these  reports  will  provide  a  solid  baseline 
as  to  the  problems  and  set  forth  a  defmite  plan  of  action 
which  will  be  thoroughly  monitored  by  the  Department. 

We  believe  PIH's  planned  actions  and  our  additional 
proposals,  if  implemented,  should  have  a  positive  impact 
on  correcting  the  problems  and  issues  discussed  in  this 
report. 


Recommendations  We  recommend  you: 


3 A.  Develop  a  proposal  which  includes  modifications 
and  reflnements  to  the  public  housing  program 
which  will  address  the  special  concerns  of  large 
troubled  PHAs. 

3B.  Establish  a  national  emergency  response  team 
consisting  of  experienced  housing  management 
specialists  to  provide  necessary  on-site  assistance  to 
local  HUD  staff  when  PHA  takeovers  are  required. 
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In  planning  and  performing  our  audit,  we  considered  internal  controls  of  HUD.  Internal  controls 
consist  of  the  plan  of  organization  and  methods  and  procedures  adopted  by  maiugement  to 
ensure  that  resource  use  is  consistent  with  laws,  regulations,  and  policies;  that  resources  are 
safeguarded  against  waste,  loss  and  misuse;  and  that  reliable  data  are  obtained,  maintained,  and 
foirly  disclosed  in  rqxnts.  As  we  previously  state  in  the  report,  HUD's  monitoring  efforts  have 
not  produced  a  positive  impact  on  the  operating  and  fmancial  conditions  at  large  troubled  PHAs. 
This  internal  control  wealaiess  was  addressed  by  the  independent  accounting  %m  of  Price 
Waterhouse  and  reported  as  a  material  weakness  based  on  our  audits  of  HUD's  Fiscal  Year 
1991  and  1992  Consolidated  Financial  Statements.  These  audits  are  required  under  the 
provisions  of  the  Chief  Financial  Officers  Act  of  1990  which  require  annual  fmancial  statement 
audits  of  the  Department. 

HUD's  inability  to  comply  with  its  monitoring  policy  and  procedures  is  attributed  to  two 
systemic  issues:  (1)  system  inadequacies  which  preclude  HUD  from  capturing  accurate,  tenant- 
based  data  related  to  HUD's  subsidy  programs;  and  (2)  inadequate  resources  coupled  with  the 
implementation  of  a  number  of  new  programs  such  as  HOME  and  HOPE  which  HUD  must  now 
administer.  The  Department  is  now  implementing  an  overall  system  integration  strategy  to 
improve  and  reduce  the  staff  intensity  of  monitoring  at  the  tenant  level  and  restructuring  its 
monitoring  policy  and  procedures  to  target  available  monitoring  resources  towards  recipients 
presenting  the  highest  risk.  As  discussed  in  Finding  3  of  the  report,  many  of  HUD's  initiatives 
are  still  being  implemented,  and,  therefore,  the  overall  internal  control  weakness  with  respect 
to  HUD's  recipient  monitoring  is  not  yet  resolved. 

Both  OMB  and  the  Department  recognize  the  importance  of  this  issue.  Based  on  our  audits  and 
other  contracted  internal  control  reviews,  OMB's  high  risk  program  list  has  been  expanded  to 
acknowledge  the  oversight  and  management  of  PHAs  as  a  high  risk  area.  In  addition,  this  area 
will  be  formally  developed  as  a  material  weakness  under  the  Department's  FMFIA  Program 
process  in  Fiscal  Year  1993. 
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Appendix  A 


Summary    of  Major   PHA   Management   and 
Operating  Problems 


1                                                     SUMMARY  OF  MAJOR  PHA  MANAGEMENT  AND  OPERATING  PROBLEMS                                                     | 
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Summary  of  Major  PHA  Management  and  Operating  Problems 


SUMMARY  OF  MAJOR  PHA  MANAGEMENT  AND  OPERATING  PROBLEMS 
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Appendix  B 

Facts  About  Large  Public  Housing 
Agencies 


As  of  March  31,  1992,  PHA  statements  of  operating  receipts  and  expenditures  show  that  as  the 
size  of  the  PHA  increases,  the  cost  of  operations  increase: 

1.  Administrative  expenses  for  large  PHAs  are  22  to  48  percent  higher  than  smaller  PHAs. 
Although  there  is  a  corresponding  higher  cost  of  living  in  large  cities.  Salary  and  sundry 
expenses  are  the  most  significant  areas: 


Units 

Units 

Units 

1  to  1249 

1250  to  6599 

6600  and  Over 

All 

Administrative 

$36 

$44 

$54 

Expenses 

Salaries 

$26 

$33 

$39 

Sundry 

$5 

$8 

$12 

Per  Unit  Month  (PUM) 

2.  Utilities  are  50  to  70  percent  higher  for  large  PHAs  than  smaller  authorities.  Although  large 
PHAs'  costs  may  be  somewhat  higher  as  a  result  of  master  metering  and  high  rise 
developments. 


Units 

Units 

Units 

1  to  1249 

1250  to  6599 

6600  and  Over 

All  Utilities 

$49 

$73 

$86 

Water 

$10 
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$18 

Electric 

$19 

$26 

$26 

Gas 
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$15 

Per  Unit  Month  (PUM) 
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3.   Extra  large  PHAs  (6,600  units  and  over)  spend  about  431  percent  more  on  protective 
services  than  all  other  authorities. 


Units 
1  to  1249 

Units 
1250  to  6499 

Units 
6600  and  Over 

Protective 
Services 

$1 

$3 

$16 

Per  Unit  Month  (PUM) 

4.   General  expenses  are  19  to  62  percent  higher  for  large  PHAs  compared  to  smaller  PHAs. 
The  most  significant  categories  within  general  expenses  are  employee  benefits  and  insurance. 


Units 
1  to  1249 

Units 
1250  to  6599 

Units 
6600  and  Over 

AU  Genera] 
Expenses 

$35 

$41 

$57 

Employee 
Benefits 

$17 

$25 

$34 

Insurance 

$11 

$10 

$13 

Per  Unit  Month  (PUM) 
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Summary     of     Ineligible     and     Unsupported 
Personnel  Costs 
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Analysis  of  HUD  Staffing  For  Public  Housing 
At  Selected  Field  Offices 
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FIELO  OFFICE 
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Alternatives  To  Operating  and  Monitoring 
Public  Housing 

A  comparison  of  a  1983  and  1992  HUD  briefing  papers  on  large  troubled  PHAs  shows  that 
financial  and  operating  problems  have  persisted  at  many  of  the  same  large  urban  PHAs  despite 
HUD  monitoring  and  technical  assistance.  Continued  operating  problems  appear  to  signal  a 
Sd?        *''*™*'^«  monitoring  methods  to  be  developed  and  implemented.  Suggrations 

Smaller  PHA^:  An  analysis  of  HUD's  latest  fiscal  data  survey  shows  that  PHAs  that  are  under 
6,600  units  tend  to  coUect  more  revenue  and  thus  need  less  subsidy.  Based  on  external  audiu 
economies  of  scale  are  not  achieved  by  very  large  PHAs.  The  current  trend  in  resident 
maiagement  is.  m  effect,  a  proposal  to  create  a  small  PHA.  However,  PHAs  are  creatures  of 
the  State.  Mandatory  sizes  for  PHAs  require  changes  to  state  law  which  is  not  within  the  ability 
of  HUD  to  change.  ' 

NATIONAL  SUMMARY 


PHA  TYPE 

FOR  YEAR  1991 

% 
REVENUE  TO 

ESBsiiSE& 

% 
HUD  SUBSIDY 
TO  EXPEN.'JFJ; 

FOR  YEAR  1992 

% 
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EXPENSES 

:INUIIUKfc5 

% 
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ia£XPENSES 

1  TO  99  UNITS 

66% 

32% 

72% 

33% 

100  TO  499  UNITS 

62% 

32% 

68% 

34% 

500  TO  1249  UNITS 

55% 

39% 

61% 

40% 

1250  TO  6599  UNITS 

47% 

51% 

49% 

52% 

6600  AND  OVER 

44% 

53% 

47% 

57% 

RcduCtiOT  in  the  Number  of  Rceulations:  An  objective  evaluation  of  all  exisdng  public  housing 
r^ulation  could  give  large  troubled  PHAs  more  flexibUity  in  how  they  operate  their  programs 
HUD  could  consider  the  consolidation  of  its  grant  and  loan  programs.  PHAs  would  develop  and 
submit  a  budget  and  work  plan  to  HUD.  PHAs  would  be  free  to  modify  their  budgets 
modernize  their  units,  demolish  units,  and  even  build  new  units  as  they  see  fit.  HUD  would  later 
evaluate  the  PHAs*  accomplishmentt.  An  additional  benefit  would  be  an  easier  way  to  calculate 
the  true  cost  of  public  housing. 

gvenjght  Or  Control  Bv  State  and  l.ncal  nnvpmm^f  State  and  local  governments  might  be 
for  more  effective  at  monitoring  the  PHAs  based  on  proximity  and  familiarity  with  local 
conditions.  However,  the  more  central  issue  may  be  more  local  control  rather  than  local 
momtoring.   An  1982  study  of  the  President's  Commission  on  Housing  provided  five  options 
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for  returning  public  housing  to  the  control  of  local  governments.  Three  of  the  five  options 
included: 

•  Sell  the  developments  or  convert  to  homeownership.  Any  net  proceeds  of  the  sale  would 
be  dedicated  to  low-income  housing.   Residents  would  be  provided  with  assistance. 

•  Sell  or  demolish  a  development  whose  social,  financial,  and  physical  viability  is  so  poor 
that  it  cannot  be  maintained  at  reasonable  cost.  Residents  would  be  provided  with 
assistance. 

•  Free  up  rents  allowing  the  PHA  to  charge  rents  that  cover  operating  costs.  Residents 
would  receive  housing  assistance  payments. 

Switch  To  An  Alternative  Form  Of  Subsidy  Or  Housing:  A  1982  study  performed  by  HUD's 
Office  of  Policy  Development  and  Research  titled:  "Alternative  Operating  Subsidy  Systems  For 
the  Public  Housing  Program"  may  be  well  worth  a  second  look.  The  report  not  only  discusses 
the  strengths  and  weaknesses  of  the  operating  subsidy  system  but  also  provides  details  on 
alternative  funding  systems  which  attempt  to  address  concerns  over  management  practices  and 
management  barriers.  The  alternative  funding  systems  suggested  include  other  forms  of  housing 
such  as  cooperatives,  resident-management,  mutual  housing  associations,  and  community 
development  corporations.  Although  there  is  a  variety  of  literature  available  on  the  various  costs 
and  benefits  of  the  different  forms  of  housing,  HUD  has  recently  favored  resident  management. 
No  pervasive  evidence  is  available,  however,  which  clearly  demonstrates  that  resident 
management  is  superior  to  other  forms  of  housing.  Alternative  operating  subsidy  systems 
include: 

•  Revised  Cost-Based  Funding 

•  Cost-based  Funding  with  a  New  System  for  Inflation 

•  Cost-Based  Funding  with  Strong  Management  Incentives 

•  Cost-Based  Funding  with  a  Replacement  and  Improvement  Allowance 

The  Section  8  program  -  rent  assistance  provided  to  low  income  citizens  -stands  as  a  possible 
alternative  to  public  housing  as  well  as  grants  to  States. 

HUD  should  also  consider  a  two-tier  approach  to  housing  assistance.  The  first  level,  shelter  and 
social  programs  for  employed,  welfare  or  homeless  citizens,  and  the  second,  rental  assistance 
in  the  form  of  Section  8  vouchers  and  1st  time  buyer  subsidies. 

Choose  An  Alternative  Form  of  Management:  HUD  has  the  option  to  declare  a  breach  or 
default  of  the  Annual  Contributions  Contract  and  take  over  PHA's  which  fail  to  provide  decent 
housing.  Private  management  companies  can  be  selected  to  manage  the  PHAs.  Another  option 
is  receivership,  where  a  court-appointed  officer  manages  the  PHA. 
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Prior  OIG  Audit  Efforts 

1.  Reasonableness  of  Administrative  Salaries  Paid  By  Public  Housing  Authorities  (84-TS- 
101-0008,  June  29,  1984) 

2.  Income  Projections  Used  By  Public  Housing  Authorities  Under  the  Performance  Funding 
System.  (84-TS-101-0004,  January  20,  1984,  Supplement  October  5,  1984) 

3.  Automated  Data  Processing  Systems  By  Public  Housing  Authorities.  (85-TS-lOl-OOOl 
October  15,  1984) 

4.  ProcurementandContracting  Activities  By  Public  Housing  Authorities.  (85-TS-101-0003 
December  11,  1984) 

5.  National  Survey  Report-  Comprehensive  Improvements  Assistance  Program  for  Public 
Housing  Authorities.  (84-TS- 10 1-0003,  December  19,  1984) 

6.  Collateralization  of  Monetary  Assets  Belonging  To  Public  Housing  Authorities  In  Excess 
of  Insurance  Coverage.  (85-TS-101-0804,  January  28,  1985) 

7.  ProcurementofInsuranceandB<M»dingCoverageBy  Public  Housing  Authorities  (85-TS- 
101-0005.  February  7,  1985) 

8.  Effectiveness  of  the  Department's  Program  for  Terminating  Public  Housing  Development 
Projects  Before  the  Stan  of  Construction.  (85-TS- 101 -0014,  May  30,  1985) 

9.  Review  of  Turnkey  HI  Homcownership  Opportunities  Program.   (86-TS- 101 -0001 
October  1,  1985) 

10.  Distribution  of  Subsidies  For  Costs  Beyond  Control.  (86-TS-101-0002,  October  15 
1985) 

11.  Development  and  Management  of  Indian  Housing.  (86-TS-101-0018,  June  19,  1986) 

12.  Nationwide  Review  of  PHAs*  and  IHAs'  Misappropriation  of  Cash  And  Other  Assets. 
(88-TS-101-0006.  March  24,  1988) 

13.  Public  Housing  Resident  Management  and  Homeowmership  Programs.  (90-TS-101-0003 
October  24,  1989) 

14.  Public  Housing  Agency  Decontrol  Program,  Philadelphia  Regional  Office.  (90-TS-lOl- 
0006,  February  23,  1990) 

15.  Multi-Region  Audit  of  the  Comprehensive  Improvement  Assistance  Program.  (90-TS- 
101-0009.  April  6,  1990) 
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16.  Audit  of  the  Major  Reconstruction  of  Obsolete  Projects  Program.  (91-TS-108-O012,  April 
29,  1991) 

17.  Review  of  Accelerated  Sales  Initiative  for  Turnkey  m  Development.  (9 1-TS- 108-0015, 
April  30,  1991) 

18.  Review  of  Fiscal  Year  1990  Resident  Management  Technical  Assistant  Grant  Awards. 
(92-TS-101-0002,  October  29,  1991) 

19.  Multi-Region  Audit  of  Grant  Application  Processing  in  the  Public  Housing  Drug 
Elimination  Program.  (92-TS-101-0003,  October  29,  1991) 

20.  Limited  Review  of  the  Public  Housing  Management  Assessment  Program  (PHMAP).  (93- 
HQ-101-0006,  February  4,  1993) 

21.  Limited  Review  of  HUD's  Management  and  Control  of  Staff  Resources.  (93-HQ-169- 
0005,  March  8,  1993) 
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0»«"Ce  Of  T«t  »S$tST*i«T  UCKFTiMr 
rO«  rutUC  AND  KOUM  HOUSMO 


HEMORANDUM  FORI  Chri«  Crear,  Aatiataot  Inspector  for  Audit,  tA 
FROm  Josaph  Sbuldinar,  Aasiataat  Sacratary,  P/^ 


SUBJZCTi   Draft  Audit  of  t-arya  Troublad 


Per  your  requeat,  X  u  offering  ay  coonanta  to  your  draft 
audit  in  preparation  of  our  aeeting  en  the  subject  later  thia  week. 

In  general,  the  report  was  okay.  It  looked  like  there  was  a 
real  attempt  to  understand  what  takes  place  in  a  bio  city  PEA,  but 
there  is  a  lack  of  follow  through  on  this  idea.  That  is,  the 
report  aeeas  caught  up  between  the  old  view  and  the  new.  For 
cxaaplc,  yoo  do  explain  aosM  of  the  realities  of  today's  PBA  lifa 
in  a  big  city  and  are  understanding,  but  at  the  saae  tiae 
continually  talk  about  the  increase  in  PFS  as  if  this  aeant  that 
PBAs  receive  more  income.  (As  you  know,  PFS  has  gone  ap  because 
resident  income  h»s  gone  down,  not  because  HBD  is  giving  sore  to 
public  housing,  and  the  net  benefit  to  a  PSA  is  tare.) 

Another  adssing  ingredient  is  that  there  is  no  statement  about 
which  of  the  criteria  or  activities  PBAs  ars  failing  to  perform  are 
not  worth  doing  anyway.  For  exampla,  yen  continually  harp  en  the 
PHAe  failure  to  adequately  do  salary  comparability  studies.  If  a 
PHA  is  within  budget,  and  salaries  ars  not  abusive,  should  we  care 
what  they  in  good  faith  reach  through  collective  bargaiaing?  In 
fact,  ia  not  thia  one  of  the  firat  monitoring  activities  that  the 
field  will  give  dp  under  reinventing? 

The  laat  general  cosnent  J  have  applies  to  the  ether  part  of 
our  meeting,  the  audit  plan.  What  is  the  role  of  OIG?  Should  net 
you  play  a  part  in  determining  what  functions  field  staff  perform? 
Under  reinvent.  Price  Waterhousc  eays  we  must  better  use  our 
limited  resources  by  focusing  en  the  most  important  things.  Should 
OIC  work  with  PIB  in  identifying  what  these  most  important  things 
are? 
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Sp«elfle  CoiMB«nt«i 

>aQ«  1  Obsarvatlon  -  Local  governaanta  saad  to  ba  hald 
•ccountabla  for  parforaanea.  Doaa  thla  aaan  that  you  vlll 
support  ay  affort?  J  ballava  that  a  City's  CDB^  and  BOKZ 
«onay  should  ba  cut  if  Its  PBA  contlnuas  to  parforv  poorly, 
not  cut  funds  to  a  PBA  which  only  puniahas  tha  rasidants. 

yaoa  iii  •  Again  you  talk  about  aubaldy  going  np,  but  saan  to 
say  that  it  showa  that  PBAs  ara  raally  failing.  Thara  should 
ba  SOBS  statanant  that  this  is  dua  to  falling  incoaas  and 
furthar  tha  fact  that  this  poorar  population  doaa  praaant  aora 
of  a  Banagemant  challanga  and  rasults  in  no  additional  funds. 

Paqa  v  •  Teu  talk  about  tha  naad  for  a  aora  affactiva  BUS 
action  plan,  do  va  involva  OIC  in  this  procass? 

Paaa  3  -  Tha  charts  do  not  includa  Indian  Bousing.  Is  this 
traatad  diffarantly? 

Paaa  6  -  Deas  tha  OIG  want  to  participats  in  tha  ragulatozy 
rsvisw  wa  ara  undartakingT 

Paaa  •  -  Tou  say  that  PBXs  shewad  a  lack  of  sound  financial 
■tanagamant  and  cost  control  which  is  laading  to  datariorating 
financial  conditions.  Bow  doas  this  squara  with  your 
•tataaants  aarllar  that  PBAs  ara  substantially  nndar  fundad? 
Zs  not  that  laading  to  tha  datariorating  financial  conditions? 
This  is  anothar  axaapla  of  inconsistancy  of  stataaants. 

Again  you  talk  about  subsidias  incraaaing  at  fastar  ratas  and 
tha  dapandancy  thia  causas,  but  no  stataaant  that  this  is  dos 
to  ths  falling  incoaas  of  tha  rssidants  and  tbs  aanagaaant 
problaas  which  this  prassnts.  Teu  aaka  it  saaa  as  if  this  is 
tha  PBA's  fault,  soaathing  that  thay  ara  doing  dalibarataly 
rathar  than  soaathing  which  is  dua  to  dalibarata  BUD  policy  to 
bava  tha  po«rast  of  tbs  poor  in  public  bousing. 

Paoa  10  •  Tha  BQS  Isval  is  soaawhat  aislsading  lika  laad 
paint.  What  is  tha  avaraga  Isval  of  ▼iolatiensT  Doss  an 
avaraga  apartaant  hava  no  BQS  violations?  Bow  did  this  dif far 
froa  tha  findings?  For  sxaapla,  avary  anit  in  XA  failad,  did 
tba  auditors  svan  suggast  that  ths  apartaants  wara  not  in 
livaabla  condition?  Purthsr,  ths  violations  could  only  bs 
eerrsctad  by  aodarnitation  work  which  naadad  funds  bayond  tbs 
capacity  of  tha  PBA,  yst  tbs  finding  is  statsd  aa  a  failurs  of 
tha  PBA. 

Pays  11  -  Similarly,  thy  Hawark  vacancy  rata.  Bow  ancb  is  das 
t«  naadad  Mod.  aonias? 
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y«ye  18  -  Heedless  to  mmy,  2  did  not  agree  with  this  finding 
en  U  when  It  was  aade,  end  etlll  don't. 

faoe  19  -  Another  Ineonelateney  ia  that  yon  aay  the 
ragulatlena  need  changing,  but  criticise  the  PBAa  for  non- 
•dherenee  to  theae  aaae  Inappropriate  regulatlona. 

Doea  PIB  have  the  capacity  to  iaplesent  finding  1A7 

Page  20  -  Again,  why  panlah  the  realdenta  of  public  houalng  by 
cutting  the  PBX'e  Mtney?  Xnatead,  why  not  cut  the  Clty'a  COBS 
and  BOKE  BoaleaT 

rinding  ID,  by  ao  plana  do  you  seen  no  plana  at  all,  or  bo 
plana  becanae  the  Mod  aoney  ia  net  there? 

Pepe  21  -  rinding  IX,  aa  eald  prevleualy,  field  ataff  want  to 
drop  thla  raqalreaaat  altogether. 

Peoe  29  -  Tour  report  aake  BUD  and  PBAa  to  Inaure  that  all 
available  funding  aoureea  are  Identified  and  preaumably  uaed. 
Bow  la  thla  to  be  aceeopllahad? 

Paoe  34  -  Ten  aaked  that  we  conalder  an  alternative  funding 
prograa  or  fomla  for  large  PBXa  which  reeognlxee  their 
epeeial  needa.  Thle  ia  intereatlng,  but  if  thla  ia  tr»e,  why 
don't  you  cat  tbea  aoae  alack  in  the  report? 

Pane  40  -  Tea  eonq>laln  about  the  anwllllngneaa  of  BOD 
sianagenent  to  take  action  and  the  way  it  doea  when  it  doee, 
doean't  the  OXC  bear  ao«e  reapenalbllity  for  thiaf 

Page  47  -  Appendix  B  chart  I,  to  what  extent  doea  the  higher 
coat  of  living  is  large  cltlee,  and/or  the  greater  "oeial 
preblema  create  thla  reenlt.  If  thla  ia  the  eaae,  then 
breaking  ap'PBAa  or  their  aise  ia  net  aa  relovaat. 

Chart  2  -  Can  any  of  the  diaparity  be  due  to  the  greater 
likelihood  of  high  rieea  in  larger  PKXa  and  »aater  »•'•'*";; 
(The  whole  difference  aeeaa  to  be  ia  fuel,  not  the  etaer 
categoriea. ) 

Paae  SI  -  Staffing  lavela  are  deceptive  a ince  PBAa  that 
provide  direct  reeldent  and  aoclal  aervicea  ahow  op  *• 
everataffed  aiaee  there  are  only  two  elaaaea  of  •*•«*• 
adttinl.tratlve  aad  ■aintenance.  He  need  at  leaat  •  third 
category  for  aervicea  end  police.  ^^'«»**^«'  "»•  '®f^*' 
penalitea  PBAa  tb*t  eae  ia-houae  ataff  rather  than  contract 
out  even  if  the  see  of  etaff  ia  cheaper  end  aere  efficient. 
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Distribution 


Assistant  Secretary  for  Public  and  Indian  Housing,  P  (Room  4100) 
Assistant  Secretary  for  Policy  Development  and  Research,  T  (Room  8100) 
Regional  Administraton  -  R^onal  Housing  Commissioners  (2) 
Directors,  Office  of  Public  Housing 
Director,  Office  of  Management  and  Planning,  AM 
Washington  Office  Center,  Suite  310,  401  Third 
St.,  S.W.,  Washington,  DC   20024  (2) 
Assistant  to  the  Secretary  for  Field  Management,  SC  (Room  7106) 
Dq>uty  Assistant  to  the  Secretary  for  Field  Management  (Room  7106) 
Director,  Office  of  Budget,  AB  (Room  3270) 
ComptroUer/ALO,  PF  (Room  4122)  (3) 
Acquisitions  Librarian,  Library,  AS  (Room  8141) 
General  Deputy  Assistant  Secretary,  PD  (Room  4100) 
Director,  Division  of  Policy  Development,  TPP  (Room  81 10) 
Chief  Financial  Officer,  F  (Room  10166)  (2) 

Deputy  Chief  Financial  Officer  for  Operations,  FO  (Room  10166)  (2) 
Director,  Division  of  Housing  Finance  Analysis,  TEF  (Room  8212) 
Assistant  Director  in  Charge,  U.S.  General  Accounting  Office, 

820  1st  Street,  NE,  Union  Plaza,  Building  2,  Suite    150 

Washington.  DC   20002 

Attention:   Mr.  Cliff  Fowler 
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Ms.  Gaffney.  The  report  contains  three  findings.  The  first  is 
that  some  large  pubHc  housing  authorities  continue  to  experience 
serious  management  problems  and  extensive  financial  and  social 
distress.  Our  position  is  that  these  large  troubled  public  housing 
authorities  are  facing  unprecedented  problems.  We  do  not  believe, 
however,  that  they  should  not  be  held  fully  accountable  for  admin- 
istering the  billions  of  dollars  a  year  in  Federal  funds  that  they  are 
provided. 

We  found  problems  in  a  number  of  areas,  notably  in  compliance 
with  housing  quality  standards,  in  vacancies,  and  in  maintenance. 
Let  me  just  give  you  a  few  examples. 

With  respect  to  housing  quality  standards,  our  dwelling  unit  in- 
spections showed  that  residents  were  living  in  units  that  across  the 
board  did  not  meet  HUD's  quality  standards.  The  quality  stand- 
ards are  quite  exacting  and  tne  nature  of  violations  we  found  var- 
ied. However,  in  many  instances  we  found  that  residents  were  liv- 
ing in  units  where  their  health  and  safety  were,  in  fact,  in  jeop- 
ardy. 

In  the  area  of  vacancies,  the  11  audited  PHA's  had  one-sixth  of 
their  total  units  vacant.  Seven  of  the  eleven  audited  PHA's  had  va- 
cancy rates  exceeding  10  percent  in  1992,  The  HUD  standard  for 
vacancies  is  3  percent  or  less. 

Under  current  rules,  there  is  little  incentive  to  deal  aggressively 
with  vacant  units,  we  believe,  because  PHA's  receive  HUD  funding 
even  when  units  are  vacant.  For  example,  the  Newark  Public  Hous- 
ing Authority — and  you  will  be  hearing  from  that  executive  director 
later  today — received  over  $17  million  in  operating  subsidies  for  va- 
cant units  in  buildings  that  were  closed  or  partially  closed  for  sev- 
eral years. 

The  Cuyahoga  PHA  in  Cleveland  since  1987  has  received  $47.3 
million  in  operating  subsidies  for  vacant  units.  The  public  housing 
authority  was  waiting  for  HUD's  approval  of  its  master  rehabilita- 
tion plan  before  deprogramming,  that  is,  demolishing  the  units. 

The  Washington,  DC  Public  Housing  Authority  is  receiving  an 
estimated  $5.5  million  in  HUD  operating  subsidies  for  vacant 
units. 

In  each  of  these  cases,  the  operating  subsidy  for  the  vacant  units 
continues  today. 

In  the  area  of  maintenance,  we  found  that  PHA  efforts  in  these 
particular  public  housing  authorities  were  generally  inadequate 
and  im timely  compared  to  HUD  and  PHA  standards.  As  an  exam- 
ple, vacant  units  at  the  Washington,  DC  Public  Housing  Authority 
remained  unoccupied  for  an  average  of  1,033  days  or  almost  3 
years  before  reoccupancy.  The  HUD  standard  for  turning  around  a 
unit  is  30  days. 

As  you  have  indicated,  HUD  has  attempted  to  modify  a  1937 
temporary  housing  rental  property  program  for  working  low-income 
families  to  meet  tne  changing  social  needs  of  the  residents.  Today 
these  residents  and  these  public  housing  authorities  are  facing  is- 
sues that  didn't  exist  when  the  program  was  established.  They  in- 
clude resident  support  services,  daycare,  elderly  and  handicapped 
needs,  drugs,  crime,  and  security. 

In  our  report,  we  have  said,  much  as  you  have  said,  that  these 
types  of  proolems  can't  be  solved  through  business  as  usual.  There 
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has  to  be  a  multilevel  strategy  and  commitment  of  resources  tar- 
geted to  getting  the  problems  corrected. 

Simply  providing  more  funding  and  rewarding  inefficiency  is  not 
going  to  get  us  there. 

The  second  finding  in  our  September  1993  report  is  that  HUD's 
monitoring  of  troubled  PHA's  has  not  had  a  positive  impact  on  the 
inadequate  operating  and  financial  conditions  at  these  PHA's. 

I  think  you  will  find  it  interesting  that  an  Office  of  Inspector 
Greneral  is  reporting  to  you  that  we  snouldn't  be  doing  monitoring 
for  the  sake  of  monitoring  or  for  the  sake  of  producing  more  paper. 
Monitoring  should  lead  to  making  a  difference  in  how  people  are 
living. 

We  looked  at  what  HUD  has  done  in  this  area.  It  has  continu- 
ously revised  its  strategies  and  procedures,  but  these  changes  have 
not  produced  the  desired  results.  We  now  know  more  about  the 
conditions  of  troubled  public  housing  authorities  in  HUD,  but  we 
have  had  relatively  little  success  in  changing  these  conditions. 

Historically,  the  role  of  HUD  was  seen  as  a  facilitator  more  than 
an  enforcer,  more  than  a  change  agent.  Consequently,  HUD  man- 
agers often  did  not  take  a  hard  line.  Only  recently  have  aggressive 
sanctions  such  as  contract  breach  and  takeover  oeen  truly  consid- 
ered as  a  HUD  management  option. 

Recently,  HUD  has  established  a  separate  Office  of  Severely  Dis- 
tressed and  Troubled  Housing  Recovery.  It  has  reorganized  its 
oversight  function  and  adopted  a  risk  based  monitoring  strategy. 
While  we  believe  that  these  steps  are  a  good  start,  we  do  not  be- 
lieve that  they  will  be  sufficient.  We  believe  that  there  has  to  be 
aggressive  action  by  HUD  and  a  willingness  to  hold  local  officials 
accountable  for  their  performance. 

The  third  finding  in  our  September  1993  report  is  that  regulatory 
changes  are  needed  to  empower  these  large  troubled  public  Housing 
authorities  in  addressing  their  problems. 

As  you  indicated,  Mr.  Chairman,  many  of  them  have  remained 
on  HUD's  troubled  list  for  over  10  years.  While  we  have  seen  and 
have  relayed  to  you  poor  management  practices  in  these  public 
housing  authorities,  we  also  need  to  recognize  that  they  are  con- 
fronting a  patchwork  quilt  of  Federal  laws  and  regulations  that  sig- 
nificantly affect  their  ability  to  improve  operations. 

Some  of  these  regulations  relate  to  rent,  funding,  and  admis- 
sions. They  impede  PHA's  in  moving  forward,  and  we  are  suggest- 
ing that  they  should  be  modified  or  radically  changed. 

We  are  also  suggesting  that  we,  as  the  Federal  Government,  rec- 
ognize that  large  troubled  PHA's  have  encountered  increased  de- 
mands for  nonshelter  services  and  that,  as  a  result,  many  large 
troubled  PHA's  are  in  a  position  of  diverting  resources  away  from 
maintenance  and  other  routine  shelter  services  toward  security  and 
tenant  services. 

These  PHA's  are  confronting  a  myriad  of  programs.  Each  has  it 
own  regulations,  and  that  means  that  budgeting,  grant  manage- 
ment and  accounting  become  a  bureaucratic  nightmare.  Consolida- 
tion and  simplification  are  needed  to  facilitate  action  by  these  pub- 
lic housing  authorities. 

The  fourth  area  you  requested  us  to  testify  on  is  the  one-for-one 
replacement  housing  rule.  And  as  you  indicated  again,  Mr.  Chair- 
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man,  the  untimely  demolition  or  disposition  of  public  housing  units 
and  the  situation  that  we  have  described  with  vacant  units  arise, 
in  part,  because  PHA's  are  unable  to  meet  the  statutory  require- 
ments for  replacing  units  removed  from  their  public  housing  inven- 
tories. 

Consequently,  HUD  operating  subsidies  are  wasted.  Equally,  if 
not  more  important,  needy  families  are  denied  the  housing  assist- 
ance that  they  need. 

I  am  going  to  give  you  some  examples  of  the  waste  and  abuse 
that  we  believe  are  partly  attributable  to  the  one-for-one  replace- 
ment rule. 

Since  1979,  the  Newark  Housing  Authority  has  recognized  the 
need  to  demolish  21  multifamily  highrise  buildings  containing 
3,300  units  because  thev  are  not  viable.  Many  of  these  buildings 
have  eventually  been  closed  and  sealed.  However,  the  authority 
continued  to  receive  millions  of  dollars  in  HUD  operating  subsidies 
for  these  units. 

From  1985  through  1992,  the  subsidies  exceed  $17  million.  At 
the  same  time,  the  Newark  Housing  Authority  was  unable  to  pro- 
ceed with  demolition  plans  because  of  the  one-for-one  replacement 
rule. 

Recently,  the  PHA  did  begin  a  demolition  program.  I  guess  we 
all  read  that,  in  the  last  several  weeks,  Newark  has  demolished 
four  of  its  highrises  and  we  understand  that  Executive  Director 
Harold  Lucas  will  be  testifying  today  on  that  subject. 

Let  me  give  you  some  other  examples:  In  Philadelphia,  you 
talked  about  the  Raymond  Rosen  development.  That  was  a  case 
where  four  of  eight  highrises  have  been  completely  vacant  and  the 
development  has  about  a  50  percent  overall  vacancy  rate. 

From  1989  through  March  1993,  HUD  has  paid  the  authority 
over  $7.9  million  in  operating  subsidies  for  these  vacant  units.  The 
PHA  had  been  trying  to  get  the  city  council  to  approve  a  housing 
replacement  plan,  but  remaining  site  density  and  a  suitable  loca- 
tion for  replacement  sites  were  key  obstacles.  Just  last  week,  we 
understand  that  the  Philadelphia  Housing  Authority  Board  finally 
approved  a  plan  to  demolish  and  replace  five  of  the  Raymond 
Rosen  highrises. 

Schuylkill  Falls  development  in  Philadelphia  contained  two  va- 
cant highrises  with  448  units.  Since  1976,  the  PHA  has  wanted  to 
demolisn  these  towers,  but  HUD  hasn't  approved  the  demolition. 

This  discussion  between  HUD  and  the  PHA  has  gone  on  for  18 
years.  All  attempts  to  find  alternative  funding,  developers,  or  uses 
have  failed. 

Finally,  the  replacement  housing  rule,  as  was  discussed  before, 
sometimes  forces  HUD  to  make  what  we  think  are  not  the  most 
prudent  financial  decisions. 

In  New  Orleans,  for  instance,  where  we  recently  did  an  audit,  we 
found  that  the  PHA  has  started  $100  million  modernization  of  its 
most  notorious  project — Desire  Public  Housing  Project. 

This  project  is  going  to  cost  more  to  modernize  it  than  HUD 
standards  would  afiow  for  building  replacement  housing. 

Numerous  questions  have  been  raised,  otherwise,  about  the  via- 
bility of  this  project  because  of  soil  subsidence  and  because  of  poor 
initial  construction.  The  project  is  going  forward  nonetheless  and 
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the  net  result  is  that  when  the  costly  renovation  is  finished,  the 
project  will  still  concentrate  low-income  tenants  in  an  undesirable 
site  where  they  will  for  years  to  come  have  little  prospects  for  the 
kinds  of  amenities  that  are  a  normal  part  of  normal  housing  in  this 
country. 

These  examples  may  be  extreme.  We  have  chosen  them  to  em- 
phasize a  point  that  needs  to  be  made.  Clearly,  they  show  that 
there  is  a  need  to  reevaluate  the  replacement  housing  rule.  HUD 
has  attempted  to  obtain  relief  and  in  1992  some  amendments  were 
made. 

We  believe  that  a  further  relaxing  of  these  requirements  is  in 
order.  Mr.  Chairman,  that  concludes  our  remarks.  We  would  be 
happy  to  answer  questions. 

Mr,  I^TERSON,  Thank  you  very  much  for  that  testimony.  We  ap- 
preciate the  work  that  you've  done  and  we  will  have  some  ques- 
tions but,  first,  we  want  to  hear  from  Ms.  Williams-Bridgers. 

Welcome  to  the  committee,  and  we  look  forward  to  your  testi- 
mony. 

STATEMENT  OF  JACQUELYN  L.  WELLIAMS-BRroGERS,  ASSOCI- 
ATE DIRECTOR,  HOUSING  AND  COMMUNITY  DEVELOPMENT 
ISSUES,  RESOURCES,  COMMUNITY,  AND  ECONOMIC  DEVEL- 
OPMENT DIVISION,  U.S.  GENERAL  ACCOUNTING  OFFICE,  AC- 
COMPANIED BY  ERIC  A.  MARTS,  ASSISTANT  DIRECTOR,  PUB- 
LIC HOUSING  AUDITS 

Ms.  Williams-Bridgers.  Thank  you,  Chairman  Peterson. 

Chairman  Peterson  and  Mr.  Flake,  members  of  the  subcommit- 
tee, we  are  pleased  to  have  the  opportunity  to  testify  today  on  mat- 
ters affecting  the  Nation's  ability  to  provide  low-income  families 
with  decent  and  affordable  public  housing.  My  testimony  will  focus 
largely  on  issues  that  we  believe  bear  directly  on  all  public  housing 
authorities'  ability  to  take  the  worst  properties  out  of  their  inven- 
tories and  thereby  reduce  costly  vacancy  rates,  as  well  as  issues  af- 
fecting troubled  PHA's. 

These  issues  are  the  one-for-one  replacement  statute  that  re- 
quires PHA's  to  replace  every  demolished  or  disposed  of  public 
housing  unit  with  one  meeting  acceptable  housing  standards. 

Second,  the  site  and  neighborhood  standards  that  seek  to  avoid 
over  concentrations  of  minorities  or  persons  receiving  Federal  as- 
sistance. And,  lastly,  HUD  oversight  of  troubled  public  housing 

agencies. 

HUD  classifies  18  large  public  housing  authorities  as  troubled 
because,  in  part,  the  public  housing  they  operate  is  plagued  with 
excessive  vacancy  rates.  While  public  housing  vacancy  rates  nation- 
wide are  8  percent,  troubled  agencies  average  more  than  double 
that  because  their  deteriorated  properties  are  unlivable  and  unoc- 
cupied. 

Until  PHA's  can  demolish  or  dispose  of  these  properties,  HUD 
will  continue  to  pay  large  sums  to  prevent  further  deterioration  of 

their  units. 

Our  testimony  presents  the  preliminary  results  of  ongoing  work 
we  are  doing  at  Chairman  Peterson's  request.  We  base  our  testi- 
mony on  discussions  with  officials  of  eight  large  public  housing  au- 
thorities and  HUD  headquarters,  regional,  and  field  office  officials. 
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We  plan  to  gather  and  analyze  additional  data  so  that  we  can  ver- 
ify the  problems,  establish  their  causes,  and  have  a  basis  for  rec- 
ommenaations  at  a  later  date. 

According  to  housing  officials,  a  maze  of  interrelated  constraints 
prevents  them  from  replacing  worn  out  and  often  vacant  or  crime- 
ridden  public  housing  with  livable  stock.  Because  of  inflexible  rules 
and  time-consuming  red  tape,  they  have  spent  millions  of  dollars 
on  vacant  properties  and,  in  the  case  of  Jacksonville,  FL,  more 
money  to  rehaloilitate  aging  buildings  than  it  would  have  cost  to 
construct  new  ones. 

HUD  headquarters  officials  characterized  the  process  of  public 
housing  replacement  as  gridlock.  And  given  what  we  have  heard 
from  housing  agency  officials,  that  is  not  too  strong  a  term. 

In  fact,  Mr.  Chairman,  as  a  result  of  this  gridlock,  PHA's  have 
had  to  resort  to  triage  as  a  substitute  for  replacement  of  the  dete- 
riorated housing  stock. 

During  our  discussions,  PHA  officials  generally  made  the  follow- 
ing three  points: 

First,  although  the  one-for-one  replacement  requirement  is  im- 
portant in  maintaining  the  stock  of  public  housing,  insufficient 
funding  for  new  construction  or  other  low-income  housing  assist- 
ance alternatives,  as  well  as  a  cumbersome  application  process  for 
demolishing  or  disposing  of  properties,  have  made  it  nearly  impos- 
sible to  replace  deteriorated  housing  with  decent  housing  for  low- 
income  families. 

PHA  officials  said  that  significant  costs  can  be  incurred  if  high 
vacancy  rates  continue  for  long  periods.  At  the  Detroit  PHA,  for  ex- 
ample, HUD  officials  noted  that  an  estimated  $72  million  in  Fed- 
eral funds  have  been  provided  as  operating  subsidy  over  the  last 
10  years  to  maintain  vacant  units. 

Moreover,  with  little  new  construction  funding,  modernization 
funding  is  often  used  unwisely  to  rehabilitate  the  oldest  housing. 
This  can  result  in  perpetuating  undesirable  social  conditions,  sucn 
as  high  crime  and  drug  use. 

This  was  one  of  the  factors  in  the  Jacksonville  PHA's  decision  to 
opt  for  new  construction  over  rehabilitation. 

Another  PHA  said  that  vandalism  and  graffiti  began  to  take 
their  toll  on  their  partially  vacant  buildings.  At  one  point,  the 
building's  lobby  was  sprayed  with  gunfire. 

Second,  even  when  replacement  funding  is  available,  site  and 
neighborhood  standards  tie  PHA  officials'  hands  as  they  try  to  find 
adequate  land  on  which  to  locate  replacement  housing.  The  stand- 
ards limit  the  housing  agencies'  options  to  build  new  housing,  par- 
ticularly in  cities  where  little  land  is  available  that  is  not  already 
in  use  by  heavy  concentrations  of  federally  assisted  persons  or  mi- 
nority populations. 

The  Detroit  Public  Housing  Agency  cited  the  many  low  income, 
subsidized  minority  concentrated  neighborhoods  in  its  city  and  said 
that  it  is  extremely  limited  in  its  search  for  qualifying  neighbor- 
hoods in  which  to  locate  replacement  housing. 

The  District  of  Columbia's  own  PHA  is  similarly  constrained,  not 
only  by  the  site  and  neighborhood  standards,  but  by  the  PHA's  ju- 
risdictional boundaries  that  limit  potential  locations  for  public 
housing. 
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Finally,  PHA's  believe  that  although  HUD's  public  housing  man- 
agement assessment  program  for  overseeing  troubled  public  hous- 
ing authorities  has  promise  as  a  monitoring  tool,  the  Department's 
followup  actions  after  an  assessment,  such  as  providing  technical 
assistance  and  support,  do  not  always  provide  the  assistance  the 
PHA's  expect  or  need. 

Officials  at  the  District  of  Columbia's  PHA  believe  that  HUD  is 
misusing  the  program  to  "beat  the  PHA  over  the  head." 

To  date,  according  to  District  officials,  the  local  HUD  field  office 
has  provided  no  technical  assistance  to  the  city's  PHA  and  no 
memorandum  of  agreement  is  in  effect  with  HUD,  despite  the  fact 
that  the  District  of  Columbia  Public  Housing  Agency  has  been  on 
the  list  of  troubled  public  housing  authorities  since  the  list's  incep- 
tion in  1979. 

After  a  draft  agreement  was  originally  submitted  to  HUD  in  July 
1993,  HUD  has  still  not  yet  approved  it.  These  officials  believe  fur- 
ther that  the  program  needs  to  be  changed  to  focus  on  the  improve- 
ments and  the  PHA's  progress  in  resolving  problems  rather  than 
on  a  simple  score. 

In  summary,  after  hearing  these  and  many  other  comments  from 
PHA's,  we  have  a  number  of  observations.  Officials  of  both  public 
housing  authorities  and  HUD  have  reiterated  that  preservation  of 
public  housing  is  a  desirable  and  necessary  national  goal.  However, 
the  message  we  have  heard  very  clearly  is  that  due  to  the  many 
restrictions  and  constraints,  one-for-one  preservation  could  very 
well  be  an  unattainable  goal. 

PHA's  perceive  that  the  current  conditions  present  a  number  of 
deterrents  to  achieving  the  goal,  such  as  the  procedural  difficulties 
in  acquiring  properties,  insufficient  funding  to  take  advantage  of 
several  existing  assisted  housing  programs,  and  a  lengthy  and 
cumbersome  demolition  and  disposal  approval  process. 

Overlaid  on  these  perceptions  and  compounding  their  effect  is 
the  impact  that  site  and  neighborhood  standards  have  on  many 
cities.  These  standards  are  designed  to  ensure  that  minority  fami- 
lies and  assisted  persons  have  housing  opportunities  outside  of  the 
market  areas  to  which  they  have  historically  been  confined.  How- 
ever, because  these  standards  work  against  establishing  additional 
public  housing  where  heavy  concentrations  of  low-income  persons 
or  minority  populations  already  exist,  cities  like  Detroit  and  Wash- 
ington, DC  find  it  extremely  difficult  to  replace  the  most  severely 
deteriorated  housing. 

As  for  HUD's  new  Public  Housing  Management  Assessment  Pro- 
gram, we  believe  that  as  HUD  receives  more  feedback  from  PHA's 
on  the  programs's  effectiveness,  or  lack  thereof,  HUD  will  make 
fiirther  improvements  to  the  mechanics  of  the  scoring  system.  We 
do  not  know  at  this  time  whether  the  reorganization  of  HUD's  field 
operations  will  enable  HUD  field  staff  to  provide  more  specific  and 
effective  technical  assistance,  but  as  you  have  requested,  Mr. 
Chairman,  we  intend  to  continue  monitoring  this  program  and  re- 
port our  findings  to  you. 

We  also  plan  to  continue  with  more  indepth  work  on  the  areas 
of  one-for-one  replacement  policy  and  site  and  neighborhood  stand- 
ards and  report  our  findings  to  you  early  next  year. 
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•  .Tills  concludes  my  statement.  As  you  mentioned  earlier,  I  am 
lomed  by  Enc  Marts,  he  is  the  assistant  director  in  charge  of  pubHc 
housmg  audits  for  GAO.  We  would  be  pleased  to  answer  any  ques- 
tions that  you  or  the  members  of  the  subcommittee  may  have 
[The  prepared  statement  of  Ms.  Williams-Bridgers  follows] 
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Messrs.  Chairmen  and  Members  of  the  Subcommittees: 

We  appreciate  the  opportunity  to  testify  today  on  matters 
affecting  this  nation's  ability  to  provide  low-income  families  with 
decent  and  affordable  housing.   Chairman  Peterson  and  Chairman 
Flake,  your  oversight  of  this  issue  is  timely,  given  upcoming 
reauthorization  of  the  Housing  and  Community  Development  Act  and 
Secretary  Cisneros'  plans  for  reinventing  the  Department  of  Housing 
and  Urban  Development  (HUD),  particularly  his  priority  of  improving 
public  housing. 

HUD  classifies  over  a  dozen  large  public  housing  authorities 
(PHA)  as  "troubled"  because,  in  part,  the  public  housing  they 
operate  is  plagued  with  excessive  vacancy  rates.   While  public 
housing  vacancy  rates  nationwide  are  8  percent,  troubled  agencies 
average  more  than  double  that  because  many  deteriorated  properties 
are  unlivable  and  have  no  occupancy.   Until  PHAs  can  demolish  or 
dispose  of  these  properties,  HUD  continues  to  pay  PHAs  large  sums 
to  prevent  further  deterioration.   Today,  we  will  discuss  three 
issues  that  we  believe  bear  directly  on  PHAs'  ability  to  take  the 
worst  properties  out  of  their  inventories  and  thereby  reduce  their 
costly  vacancy  rates.   Those  issues  are  (1)  the  one-for-one 
replacement  statute  that  requires  replacing  every  demolished  or 
disposed  of  public  housing  unit  with  one  meeting  acceptable  housing 
standards,  (2)  site  and  neighborhood  standards  that  seek  to  avoid 
over-concentrations  of  persons  receiving  federal  assistance  or 
minorities,  and  (3)  HUD  oversight  of  troubled  housing  agencies. 

Our  testimony  presents  the  preliminary  results  of  ongoing  work 
we  are  doing  at  Chairman  Peterson's  request,  and  it  is  still 
subject  to  change.   We  base  it  on  discussions  with  officials  of  8 
large  public  housing  authorities--3  of  which  we  visited--and  HUD 
headquarters,  regional,  and  field  offices.  (See  attachment  for  list 
of  PHAs.)   We  plan  to  gather  and  analyze  additional  data  so  that  we 
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can  verify  the  problems,  establish  their  causes,  and  have  a  basis 
for  recommendations  at  a  later  date. 

In  summary,  housing  agency  officials  told  us  that  a  maze  of 
interrelated  constraints  prevents  them  from  replacing  worn  out  and 
often  vacant  or  crime-ridden  public  housing  with  livable  stock. 
These  officials  told  us  that  because  of  inflexible  rules  and  red 
tape,  they  spent  millions  of  dollars  on  vacant  properties  and  more 
money  to  rehabilitate  aging  buildings  than  it  would  have  cost  to 
construct  new  ones.   HUD  headquarters  officials  characterized  the 
process  of  public  housing  replacement  as  gridlock. 

4 

During  our  discussions,  PHA  officials  generally  made  the 

following  three  points: 

--  First,  although  the  one-for-one  replacement  requirement  is 
important  in  maintaining  the  stock  of  public  housing, 
insufficient  funding  for  new  construction  and  other  low-income 
housing  assistance,  as  well  as  a  cumbersome  application 
process  for  demolishing  or  disposing  of  properties,  have  made 
it  nearly  impossible  to  replace  deteriorated  housing  with 
decent  housing  for  low-income  families.   Moreover,  with  little 
new  construction  funding,  modernization  funding  is  often  used 
unwisely  to  rehabilitate  the  oldest  housing.   This  often 
perpetuates  preexisting  and  undesirable  social  conditions, 
such  as  high  crime  and  drug  usage. 

--  Second,  when  funding  is  available,  site  and  neighborhood 
standards  tie  PHA  officials'  hands  as  they  try  to  find 
adequate  land  on  which  to  locate  the  replacement  housing.   The 
standards  limit  housing  authorities'  options  to  build  new 
housing,  particularly  in  cities  where  little  land  is  available 
that  is  not  already  in  use  by  heavy  concentrations  of 
federally  assisted  persons  or  minority  populations.   In 
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addition,  concerns  of  low-income  advocacy  groups  pitted 
against  the  "Not  In  My  Backyard"  syndrome  play  a  large  role. 

--  Finally,  PHAs  believe  that  although  HUD's  Public  Housing 

Management  Assessment  Program  for  overseeing  troubled  public 
housing  authorities  has  promise  as  a  monitoring  tool,  the 
Department's  followup  actions  after  an  assessment,  such  as 
providing  technical  assistance  and  support,  do  not  always 
provide  the  assistance  that  PHAs  expect  or  need. 

BACKGROUND 

Section  18(b)(3)  of  the  U.S.  Housing  Act  of  1937,  as  amended, 
requires  a  one-for-one  replacement  of  public  housing  units  that  are 
to  be  demolished  or  otherwise  taken  out  of  the  inventory.   The 
replacement  can  be  accomplished  with  any  one  or  a  combination  of 
either  acquiring  existing  housing,  constructing  new  housing,  or 
providing  rent  subsidies  to  families  renting  privately  owned 
housing  through  project-  or  tenant-based  section  8  assistance 
programs.'   In  cases  when  a  public  housing  authority  (PHA)  proposes 
to  demolish  or  dispose  of  200  or  more  units,  at  least  50  percent  of 
the  replacement  units  must  be  provided  through  acquisition  of 
existing  housing,  construction  of  new  housing,  or  through  project- 
based  assistance.   Furthermore,  no  more  than  50  percent  of  the 
replacement  units  can  be  provided  through  section  8  tenant-based 
housing  certificates. 


'  Under  section  8  project-based  assistance,  a  qualifying  tenant 
pays  30  percent  of  his  or  her  income  as  a  portion  of  the  contract 
rent  on  a  unit,  and  HUD  contracts  directly  with  and  pays  the 
property  owner  the  remaining  portion  of  the  rent.   Contract  terms 
of  5  to  40  years  are  allowed  for  project-based  assistance.   Under 
section  8  tenant-based  housing  certificates,  tenants  use 
certificates  to  rent  units  in  acceptable  condition  from  landlords 
willing  to  participate  in  the  program. 
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When  a  PHA  plans  to  demolish  or  dispose^  of  deteriorated  public 
housing,  federal  regulations  require  HUD  approval  of  both  the  PHA's 
application  for  demolition  or  disposition  and  its  plan  for 
replacing  the  housing.   Under  the  regulations  for  public  housing 
development,  PHAs  must  comply  with  HUD's  cost  guidelines,  which 
represent  the  maximum  total  development  cost  that  may  be  approved 
for  a  project.   Under  regulations  dealing  with  acquisition  of 
existing  properties,  HUD's  Assistant  Secretary  for  Public  and 
Indian  Housing  must  give  prior  written  approval  for  the  acquisition 
of  existing  PHA-owned,  city-,  county-,  or  state-assisted  properties 
or  for  acquiring  properties  secured  by  an  Federal  Housing 
Administration-insured  or  HUD-held  mortgage  or  owned  by  HUD.  ^Along 
with  the  demolition/disposition  application,  the  PHA  must  provide 
extensive  documentation,  including  a  detailed  description  of  the 
property  involved,  a  description  of  the  proposed  action  and 
justification  for  the  proposed  action,  a  plan  for  relocating  the 
tenants  who  will  be  displaced  by  the  demolition,  a  description  of 
PHA  consultation  with  the  tenants,  and  a  replacement  housing  plan. 

According  to  HUD  regulations,  proposed  sites  where  public 
housing  projects  will  be  newly  constructed  or  rehabilitated  must  be 
approved  in  accordance  with  standards  for  the  adequacy  and 
suitability  of  the  site  and  neighborhood.   These  standards  state 
that  public  housing  cannot  be  built  in  areas  of  minority 
concentration.   New  construction  in  these  "impacted"  areas  can  be 
approved  if  (1)  sufficient  and  comparable  opportunities  exist  for 
minority  families  to  find  housing  outside  the  area  ot  minority 
concentration  or  (2)  a  project  is  necessary  to  meet  overriding 
housing  needs.   Furthermore,  the  site  must  avoid  undue 
concentration  of  assisted  persons  in  areas  containing  a  high 
proportion  of  low- income  persons. 


^Disposition  of  public  housing  occurs  when  a  PHA  transfers,  by  sale 
or  other  transaction,  any  interest  in  the  property. 
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HUD  developed  the  Public  Housing  Management  Assessment  Program 
in  March  1992  to  monitor  PHAs '  performance,  assess  their  risks  of 
financial  distress,  and  identify  troubled  PHAs--those  authorities 
that  score  low  on  a  series  of  performance  indicators.   The 
indicators  include  excessive  levels  of  vacancies,  outstanding  work 
orders,  uncollected  rents,  and  unmet  modernization  needs.   HUD 
scores  PHAs  on  these  indicators  and  determines  an  overall  score 
which  it  uses  to  identify  troubled  PHAs  and  subsequently  to  target 
corrective  actions  and  provide  technical  assistance.   Memorandums 
of  Agreement  between  HUD  and  troubled  PHAs  are  required  that  set 
forth  (1)  targets  for  improving  performance,  (2)  strategies  for 
meeting  the  targets,  (3)  incentives  for  effective  implementatipn  of 
strategies,  and  (4)  sanctions  for  ineffective  implementation. 

The  1992  Appropriations  Act  for  HUD  required  changes  in  HUD's 
assessment  program.   The  act  required,  among  other  things,  that  the 
HUD  Secretary  administer  the  program  flexibly  to  ensure  that  public 
housing  agencies  are  not  penalized  as  a  result  of  circumstances 
beyond  their  control.   The  act  also  required  that  HUD  reflect  in 
the  scoring  process  the  difference  in  the  difficulty  of  managing 
individual  projects  that  result  from  their  physical  condition  and 
neighborhood  environment. 

PHAs  HAVE  THREE  MAJOR  CONCERNS  ABOUT  COMPLYING 
WITH  THE  ONE-FOR-ONE  REPLACEMENT  REQUIREMENT 

requirement  is  beneficial  in  maintaining  the  existing  stock  of 
public  housing  units,  they  cited  three  concerns  related  to  this 
requirement:   (1)  a  lack  of  flexibility  in  the  actions  PHAs  are 
allowed  to  take  to  replace  units  removed  from  their  inventories 
through  demolition  or  disposal,  (2)  insufficient  federal  funding  to 
replace  housing  through  acquisition  of  existing  housing,  new 
construction,  or  section  8  certificates,  and  (3)  the  cumbersome  and 
lengthy  HUD  demolition/replacement  approval  process. 
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More  Flexibility  Needed  to  Meet  One-for-Qne 
Replacement  Requirement 

Officials  in  both  troubled  and  non-troubled  PHAs  said  that 
their  ability  to  provide  more  low-income  housing  would  be  enhanced 
if  they  were  not  limited  by  regulation  in  how  they  can  replace 
demolished  or  disposed  of  housing.   Housing  agency  officials 
discussed  these  issues  with  us  as  shown  in  the  following 
statements : 

•  One  PHA  official  stated  that  the  need  to  relax  the 
requirements  for  replacement  is  particularly  true  in 
cities  such  as  San  Francisco,  where  land  is  very 
expensive,  or  Seattle,  where  a  shortage  of  land  exists. 
For  example,  a  greater  use  of  section  8  tenant-based 
certificates  (more  than  50  percent)  should  be  allowed. 

•  A  PHA  official  believes  that  PHAs  should  have  the  option 
to  replace  units  by  purchasing  a  foreclosed  single- 
family  home  or  a  mid-income  condominium  and  finance  this 
replacement  with  the  funding  dedicated  to  15-year 
section  8  certificates. 

•  A  PHA  official  wants  more  flexibility  in  acquiring 
properties.   In  some  instances,  it  is  cheaper  to  replace 
a  deteriorated  property  with  one  acquired  in  the  private 
real  estate  market  or  from  the  Resolution  Trust 
Corporation  rather  than  continuing  to  rehabilitate 
deteriorated  properties. 

Regarding  PHAs'  concerns  that  their  options  for  acquiring 
properties  are  limited,  we  found  more  concern  over  procedural 
difficulties  than  legal  restraints  against  acquisition.   For 
example,  a  HUD  official  stated  that  PHAs  can  acquire  Resolution 
Trust  Corporation  properties,  but  they  do  need  the  Secretary's 
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written  approval,  which  PHAs  perceive  to  be  a  difficult  process. 

Officials  with  one  of  HUD's  regional  offices  stated  that  the 
one-for-one  requirement  prevents  PHAs  from  eliminating  public 
housing  where  it  is  no  longer  needed  and  establishing  it  where  it 
is  needed.   The  officials  believe  that  replacing  units  should  be 
tied  to  the  community's  demand  for  public  housing  so  that  PHAs  do 
not  support  nonviable  developments  long  after  they  are  useful. 
They  said  that  significant  costs  can  be  incurred  if  high  vacancy 
rates  continue  for  long  periods.   At  one  large  PHA,  these  officials 
noted  that  an  estimated  $72  million  of  federal  funds  have  been 
provided  as  operating  subsidy  over  the  last  10  years  to  maintain 
vacant  units. 

High  vacancy  rates  can  also  lead  to  crime  and  vandalism.   For 
example,  one  PHA  said  that  vandalism  and  graffiti  began  to  take 
their  toll  on  one  of  their  partially  vacant  buildings--the 
building's  lobby  was  sprayed  with  gunfire.   Another  project  with 
only  21  percent  occupancy  suffered  from  crime  and  vandalism. 

PHAs,  whose  boards  of  directors  are  often  appointed  by  city 
mayors,  also  meet  resistance  within  their  own  local  government. 
For  example,  one  PHA  proposed  section  8  tenant-based  housing 
certificates  to  replace  some  of  the  units  in  one  of  its  largest 
projects  being  demolished.   However,  the  city  council  did  not 
approve  this  option  because  it  would  not  result  in  permanent  public 
housing  units. 

We  received  a  mixed  reaction  to  the  possibility  of  replacing 
units  on  less  than  a  one-for-one  basis.   An  official  at  one  housing 
authority  believes  that  this  alternative  would  be  easier  than 
replacing  all  units,  but  other  officials  were  concerned  that 
something  less  than  a  one-for-one  replacement  would  tend  to  reduce 
the  affordable  housing  stock.   This  official  noted  that  instead  of 
softening  the  criteria,  more  flexibility  is  needed  in  the  types  of 
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housing  that  can  replace  the  original  unit.   For  example,  using 
section  8  certificates  or  rehabilitating  an  existing  unit  not 
currently  part  of  the  authority's  inventory  would  be  viable 
options.   One  PHA  executive  director  favored  replacing  units  on 
less  than  a  one-for-one  basis  only  if  the  PHA  could  clearly 
demonstrate,  through  extensive  support  and  documentation,  that  no 
demand  exists  in  the  community  for  these  replacement  units. 

Insufficient  Funding  for 
Replacement  Housing 

HUD's  approval  of  a  PHA's  demolition/disposition  application 
and  replacement  housing  plan  does  not  necessarily  mean  funds  will 
subsequently  be  available  for  new  construction,  acquisition  of 
housing,  or  even  section  8  tenant-based  certificates  or  project- 
based  assistance.   A  general  consensus  emerged  among  the  PHA 
officials  we  spoke  with  that  funding  is  too  scarce  for  any  of  these 
alternatives  to  be  of  any  great  use.   The  officials  made  the 
following  comments  regarding  this  issue: 

•  Funding  needs  to  be  dedicated  to  replacing  units, 
whether  for  new  construction  or  section  8  tenant-based 
certificates  and  vouchers. 

•  The  ability  to  construct  new  housing  within  HUD's  total 
development  cost  expenditures,  which  represent  the 
maximum  total  development  cost  that  may  be  approved  for 
a  project,  is  limited  because  the  cost  of  most  new 
construction  would  exceed  allowed  expenditures. 

•  For  several  projects  that  need  to  be  torn  down  and 
replaced,  tens  of  millions  of  dollars  are  needed,  but 
obtaining  the  replacement  funding  is  very  questionable. 
In  the  meantime,  money  is  being  wasted  on  these  old 
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projects  that  cannot  be  brought  up  to  new  maintenance 
standards . 

Without  knowing  all  the  factors  bearing  on  any  specific 
application  for  demolishing  and  replacing  public  housing,  it  would 
be  difficult  to  agree  or  disagree  with  housing  authority  officials' 
perceptions  that  funding  is  scarce  or  unavailable,  no  matter  which 
replacement  alternative  is  used.   HUD  officials  have  confirmed, 
however,  that  funding  for  new  construction  of  public  housing 
declined  by  75  percent  over  the  past  5  years.   A  portion  of  that 
decline  is  due  to  increases  in  other  HUD  programs  such  as  housing 
the  homeless. 

4 

PHAs  Perceive  Application  Process  as  Cumbersome. 
HUD  Officials  Found  Some  Applications  Deficient 

Most  PHA  officials  told  us  that  the  process  they  follow  to 
obtain  HUD  approval  to  demolish  deteriorated  housing  and  replace  it 
with  livable  housing  is  frustrating  and  time-consuming.   PHAs  must 
obtain  approvals  from  the  local  HUD  field  office  and  the  Office  of 
Public  and  Indian  Housing  in  Washington,  D.C.   In  some  cases  or  for 
some  parts  of  the  application,  PHAs  also  must  receive  approval  from 
city  councils  or  other  local  government  entities.   HUD  officials 
told  us  that  some  applications  could  not  be  approved  because  they 
either  lacked  information  or  did  not  comply  with  regulations. 
Furthermore,  some  HUD  officials  believe  that  the  process  needs  to 
be  improved.   Comments  on  this  issue  from  PHA  and  HUD  officials 
include  the  following: 

•  Due  to  recent  unsatisfactory  experiences  with  HUD's 
approval  process,  one  PHA  is  reluctant  to  submit  a 
demolition  application  and  replacement  plan  for  one  of 
its  deteriorated  developments.   This  PHA  has  submitted 
an  application  for  one  specific  development  every  year 
for  5  years  and  still  has  not  received  HUD  approval. 
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During  this  period,  the  PHA  has  expended  rehabilitation 
and  maintenance  funds  so  that  the  development  would  not 
deteriorate  further. 

Responding  to  this  PHA's  comments,  HUD  field  officials 
stated  that  the  applications  were  not  approved  because 
they  failed  to  comply  with  specific  regulations,  such  as 
providing  evidence  of  approval  from  the  local  government 
for  replacing  demolished  units.   Furthermore,  according 
to  a  HUD  official,  the  PHA  could  easily  have  corrected 
the  applications  but  did  not  do  so. 

m 

•  The  20-month  demolition/disposition  approval  process  for 
a  project  of  another  PHA  prompted  an  official  to  note 
that  "the  wheels  of  government  turn  incredibly  slowly 
and  the  authority  had  to  jump  through  many  hoops"  with 
HUD  in  order  to  improve  the  quality  of  low-income 
housing  in  the  city. 

•  At  another  PHA,  officials  cited  the  maze  of  HUD 
regulations  for  demolition/replacement  and  described  the 
process  as  daunting,  frustrating  and  extremely  time- 
consuming.   When  PHA  officials  asked  for  assistance,  HUD 
field  office  officials  told  them  to  contact  another  PHA 
to  obtain  answers .   This  PHA  currently  has  no  pending 
demolition/disposition  applications  and  probably  will 
not  in  the  near  future  because  it  has  insufficient 
resources  to  mount  the  extraordinary  effort  it  says  is 
needed  to  get  through  the  "federal  maze." 

Some  HUD  regional  officials  also  criticized  the  Department's 
approval  process,  stating  that  the  requirements  are  contained  in  at 
least  five  or  six  different  notices.   In  addition  to  the  process 
being  too  cumbersome,  these  officials  believe  that  it  provides  them 
little  or  no  discretion  in  making  decisions  concerning 
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demolition/replacement  applications.   As  part  of  a  recent  HUD 
reorganization,  regional  offices  are  being  eliminated  and  the  staff 
are  being  reassigned  to  do  field  office  work.   Officials  with  HUD's 
Office  of  Public  and  Indian  Housing  said  that  as  a  result  of  this 
change  the  demolition/disposal  application  process  should  be 
shortened . 

SITE  AND  NEIGHBORHOOD  STANDARDS  POSE 
PROBLEMS  FOR  PHAs  IN  REPLACING 
DEMOLISHED  HOUSING 

PHA  officials  told  us  of  many  concerns  and  problems  that  t,hey 
had  experienced  in  attempting  to  comply  with  HUD's  site  and 
neighborhood  standards  when  replacing  public  housing.   PHAs  in 
cities  with  large  proportions  of  minority  groups  say  they  are 
constrained  the  most  by  the  standard.   PHAs  in  other  cities  also 
were  concerned  because  of  the  high  cost  of  acguiring  land  that  will 
meet  the  standards  and  not  pose  undue  difficulties  in  reaching 
agreements  with  existing  community  groups  about  locating  assisted 
persons  in  their  neighborhoods.   PHA  officials  made  the  following 
comments  regarding  this  issue. 

•  An  official  with  one  PHA  said  that  racial  concentration 
should  not  be  the  primary  criteria  for  locating 
replacement  housing.   If  it  is,  problems  arise  because 
the  cost  of  acquiring  land  in  less  concentrated  areas 
exceeds  HUD's  total  development  cost  guidelines. 
Therefore,  PHAs  need  a  degree  of  flexibility  to  exceed 
these  cost  guidelines  if  necessary  or  to  place  housing 
in  suburbs  outside  the  city  limits.   Negotiations  with 
white  ethnic  communities  have  resulted  in  agreements  to 
allow  low-income  concentration  in  these  neighborhoods 
that  will  not  be  excessive. 
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•  One  PHA  cited  the  many  low-income,  subsidized,  minority- 
concentrated  neighborhoods  in  its  city  and  said  that  it 
is  extremely  limited  in  its  search  for  qualifying 
neighborhoods  in  which  to  locate  replacement  housing. 
The  PHA  is  constrained  by  not  only  the  standards  but 
also  by  the  PHA's  jurisdictional  boundaries  that  limit 
potential  locations  for  public  housing. 

•  Another  PHA  noted  that  when  it  finds  appropriate  land 
for  replacement  housing,  city  council  members,  who  must 
approve  the  land  acquisition,  say,  "Not  In  My  Backyard." 

« 

OFFICIALS  AT  TROUBLED  PHAs  BELIEVE 
ASSESSMENT  PROGRAM  NEEDS  TO  BE  IMPROVED 

Most  officials  at  the  four  troubled  PHAs--those  that  received 
the  lowest  scores  under  HUD's  assessment  program--viewed  the  Public 
Housing  Management  Assessment  Program  as  an  effective  tool  for 
assessing  PHAs'  performance.   However,  the  officials  believed  that 
changes  need  to  be  made  in  the  program's  scoring  process. 
Furthermore,  most  officials  cited  the  need  for  more  and  better 
assistance  from  HUD  to  improve  the  PHAs'  operations  and  enable  the 
PHAs  to  be  removed  from  the  troubled  list.   The  following  are 
specific  comments  from  the  four  troubled  PHAs  we  visited: 

•  Officials  at  one  PHA  believe  that  HUD's  assessment 
program  is  a  good  tool  because  it  helps  focus  a  PHA  on 
problems  needing  correction.   However,  the  officials 
also  believe  that  the  system  also  does  not  recognize  any 
gains  a  PHA  may  have  made  in  solving  its  problems. 
These  officials  said  that  they  currently  do  not  have  a 
memorandum  of  agreement  with  HUD,  as  called  for  in  the 
program  guidelines,  but  hope  to  have  one  in  place  by 
July  1994. 
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•  Officials  at  another  PHA  also  view  the  assessment 
program  as  useful  but  believe  that  a  partnership  is 
lacking  with  HUD  field  staff.   The  officials  said  that 
HUD  has  not  been  helpful  in  assisting  them  to  solve 
their  problems  and  refers  them  to  other  PHAs  when  they 
ask  for  assistance.   In  October  1993,  these  officials 
submitted  a  long-range  plan  in  October  1993  to  address 
some  of  their  problems;  they  are  disappointed,  however, 
that  HUD  has  not  responded  to  date.   The  7  months  spent 
so  far  on  developing  a  memorandum  of  agreement  with  HUD 
also  is  longer  than  these  officials  expected.   The  local 
HUD  office  promised  to  send  a  person  to  help  with  the 
PHA's  budget,  but  the  time  this  person  spent--l-l/2 
days--also  did  not  meet  expectations.   Although  HUD's 
technical  assistance  in  areas  such  as  engineering  has 
been  helpful,  HUD  has  provided  little  assistance  on 
financial  problems  and  resident  services. 

•  Officials  at  a  third  PHA  also  believe  that  HUD's 
assessment  program  can  be  effective  if  it  is  used 
properly,  but  that  HUD  is  misusing  the  program  to  "beat 
PHAs  over  the  head."   To  date,  the  local  HUD  field 
office  has  provided  no  technical  assistance  to  this  PHA 
and  no  memorandum  of  agreement  is  in  effect  with  HUD--a 
draft  agreement  was  originally  submitted  to  HUD  in  July 
1993,  but  HUD  has  not  approved  it.   These  officials 
further  believe  that  the  program  needs  to  be  changed  to 
focus  on  improvements  and  a  PHA's  progress  in  resolving 
problems  rather  than  on  score. 

•  Finally,  officials  at  the  fourth  troubled  housing 
authority  said  that  the  assessment  program  is  "useless" 
and  "irrelevant"  for  them  because  the  PHA  is  a  very 
large  and  very  troubled  authority.   The  officials 
believe  that  more  incremental  measures  are  needed  for 
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some  of  the  indicators,  other  than  simply  pass  or  fail 
on  a  given  indicator.   This  PHA  currently  has  a  24-month 
Operational  Improvement  Plan  in  effect,  which  superseded 
their  most  recent  memorandum  of  agreement  with  HUD.   The 
PHA  believes  that  while  HUD's  technical  assistance  has 
improved,  it  still  does  not  meet  the  PHA's  needs  for 
support. 

HUD  headquarters  officials  recognize  the  problems  cited  by  the 
PHAs  and  are  working  to  make  improvements  based  on  the  requirements 
involving  performance  indicators  contained  in  the  1992  HUD 
Appropriations  Act.   HUD  is  looking  at  ways  to  adjust  certain, 
indicators  for  PHAs  whose  projects  are  affected  by  the  physical 
condition  of  the  developments  and  the  neighborhood  environment-- 
conditions  often  beyond  the  management  control  of  the  PHA  and  which 
seem  to  be  at  the  heart  of  some  of  the  PHAs'  complaints.   Officials 
at  one  HUD  field  office  also  recognized  that  they  do  not  have 
sufficient  staff  to  deal  with  the  serious  problems  of  one  of  the 
PHAs  under  their  jurisdiction. 

OBSERVATIONS 

In  summary,  officials  of  both  public  housing  authorities  and 
HUD  have  reiterated  that  preservation  of  public  housing  is  a 
necessary  national  goal.   However,  the  message  we  have  heard  from 
public  housing  officials  is  that  due  to  the  many  restrictions  and 
constraints  they  face,  one-for-one  preservation  could  very  well  be 
an  unattainable  goal.   PHAs  perceive  that  current  conditions 
present  a  number  of  deterrents  .to  achieving  the  goal,  such  as 
procedural  difficulties  in  acquiring  existing  properties, 
insufficient  funding  to  take  advantage  of  several  existing  assisted 
housing  programs,  and  a  lengthy  and  complex  demolition/disposal 
approval  process. 
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Overlaid  on  these  perceptions  and  compounding  their  effect  is 
the  impact  that  site  and  neighborhood  standards  have  on  many 
cities.   These  standards  are  designed  to  ensure  that  minority 
families  and  assisted  persons  have  housing  opportunities  outside  of 
housing  market  areas  to  which  they  have  been  traditionally  limited. 
However,  because  these  standards  work  against  establishing 
additional  public  housing  in  areas  where  heavy  concentrations  of 
low-income  persons  or  minority  populations  already  exist,  cities 
like  Detroit  and  Washington,  D.C.,  find  it  difficult  to  replace 
their  most  severely  deteriorated  housing. 

As  for  HUD'S  new  Public  Housing  Management  Assessment  Program, 
we  believe  as  HUD  receives  more  feedback  from  PHAs  on  the  program's 
effectiveness,  HUD  will  make  further  improvements  to  the  mechanics 
of  the  scoring  system.   We  do  not  know  at  this  time  whether  the 
reorganization  of  HUD's  field  operation  will  enable  HUD  field  staff 
to  provide  more  specific  and  effective  technical  assistance,  but  as 
you  have  requested  we  intend  to  continue  monitoring  this  program 
and  report  our  findings  later  this  year. 

We  also  plan  to  issue  within  the  next  few  months  more 
comprehensive  information  than  we  have  provided  today  on  the  one- 
for-one  replacement  policy  and  site  and  neighborhood  standards. 

This  concludes  our  statement.  Chairman  Peterson  and  Chairman 
Flake.   We  would  be  pleased  to  answer  any  questions  that  you  or  the 
other  Members  of  your  Subcommittees  might  have. 
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ATTACHMENT  ATTACHMENT 


PHAS  GAP  CONTACTED 


1.  Detroit  Housing  Department 
Detroit,  Michigan 

2.  Jacksonville  Department  of  Housing  and  Urban  Development 
Jacksonville,  Florida 

3.  Philadelphia  Housing  Authority 
Philadelphia,  Pennsylvania 

4.  Washington,  D.C.  Department  of  Public  and  Assisted  Housing 
Washington,  D.C. 

5.  Chicago  Housing  Authority 
Chicago,  Illinois 

6.  Housing  Authority  of  the  City  of  New  Orleans 
New  Orleans,  Louisiana 

7.  Housing  Authority  of  the  City  of  Seattle 
Seattle,  Washington 

8.  City  and  County  of  San  Francisco  Housing  Authority 
San  Francisco,  California 


(385414) 
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Mr.  Peterson.  Thank  you  very  much. 

I  welcome  the  gentleman  from  Connecticut.  If  you  would  have  a 
statement,  we  would  welcome  it. 

Ms.  Gaffney,  in  the  IG's  report,  you  say  that  you  call  on  HUD 
to  act  more  aecisively.  Can  you  give  us  an  example  of  when  you 
think  HUD  could  have  acted  more  forcefully,  you  know,  and  they 
didn't  do  it?  Can  you  give  us  one  or  two. 

Ms.  Gaffney.  I  think  we  have  an  example  right  on  our  doorstep, 
which  is  public  housing  in  Washington,  DC.  This  is  a  situation — 
I  guess  we've  all  read  in  the  newspaper  this  morning — there  have 
been  12  executive  directors  since  1979.  What  that  has  meant  is  lit- 
tle bursts  of  hope  that  things  would  get  better  followed  by  no  im- 
provement over  a  very  long  period  of  time. 

Mr.  Peterson.  You  stated  in  your  testimony  that  the  New  Orle- 
ans Housing  Authority  has  begun  this  $100  million  renovation  of 
Desire.  Why  did  these  two  consultants  advise  against  renovating 
this  project: 

Ms.  Gaffney.  We  had  several  consultants  look  at  Desire.  There 
were  questions  about  the  adequacy  of  the  foundations;  they  are 
wood  pilings.  There  were  questions  about  the  degree  of  soil  subsid- 
ence. Public  and  Indian  Housing  had  another  consultant  look  at 
this  project.  The  other  consultant  had  different,  more  positive  as- 
sessments. 

The  Assistant  Secretary  for  Housing,  Joe  Shuldiner,  turned  the 
matter  over  to  the  Army  Corps  of  Engineers  and  they  came  back 
with  a  report  saying  essentially  that  the  soil  subsidence  was  there, 
but  it  was  an  acceptable  level.  They  said  further  that 

Mr.  Peterson.  I  iust  got — maybe  I'm  ignorant,  but  what  is  soil 
subsidence?  I  don't  know  what  you  are  talking  about — what  is  soil 
subsidence? 

Ms.  Gaffney.  I'm  not  an  expert  either,  but  I'll  try  to  tell  you 
about  it.  In  New  Orleans,  because  the  entire  area  is  essentially  a 
swamp,  there  is  a  terrible  problem  with  the  amount  of  water  in  the 
soil  and  the  degree  of  water  determines  whether  you  can  construct 
permanently.  And  the  issue  in  Desire  was  whether — the  soil  could 
maintain  these  buildings. 

Mr.  Peterson.  A  sliding  away  or  something? 

Ms.  Gaffney.  Crack.  'Hiev  crack.  The  buildings  crack  all  over. 
All  of  the  cement  in  Desire,  tor  instance,  is  cracked. 

Mr.  Peterson.  Have  you  seen  this  project?  Have  you 

Ms.  Gaffney.  No,  I  have  seen  pictures — extensive  pictures  of  it. 

Mr.  Peterson.  Has  anybody  at  this  table  seen  the 

Mr.  MoMORELLA.  No,  I  haven't  been  there  personally,  just  pic- 
tures. 

Ms.  Gaffney.  But  the  Army  Corps  of  Engineers  came  back  with 
an  assessment  that  the  foundations  could  withstand  the  renovation 
and  that  the  soil  subsidence  was  not  unacceptable.  The  project  is 
going  forward  on  that  basis,  but  I  think  it  is  important  to  realize 
that  even  though  the  Army  Corps  of  Engineers  has  come  back  with 
this  assessment  that  it  can  be  done  on  a  technical  basis,  I  think 
it  is  very  clear  that  no  one  would  be  doing  what  we're  doing  in  De- 
sire from  a  prudent  business  point  of  view. 

Mr.  Peterson.  Is  it  true  that  there's  like  a — there's  railroad 
tracks  and  there  is  not  good  access  and  all  that  sort  of  things? 
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Ms.  Gaffney.  There  are  no  amenities.  It  is  an  isolated  pocket, 
it  is  virtually  all  minority,  it  is  not  accessible,  and  the  project  mod- 
ernization doesn't  even  call  for  those  amenities  to  be  provided,  as 
I  remember,  for  some  5  to  6  years. 

Mr.  Peterson.  How  much  cheaper  would  it  be  to  build  these  new 
units — if  they  just  built  them  new? 

Ms.  Gaffney.  $14  million. 

Mr.  Peterson.  $14  million  cheaper. 

Why  do  you  think  HUD  approved  the  funds  for  this  project?  Do 
you  have  any  idea  why  they  did  this? 

Ms.  Gaffney.  Because  tnere  is  a  desperate  situation  in  Desire — 
it's  desperate  public  housing.  There  are  people  living  in  conditions 
that  should  never  be  permitted.  HUD  is  essentially,  I  think,  in  a 
position  of  having  its  back  against  the  wall.  They  have  no  replace- 
ment housing,  they  don't  have  funding  for  replacement  housing, 
they  don't  have  sites  for  replacement  housing,  and  so  when  they 
get  money  to  modernize,  they  modernize.  They  are  doing  what  they 
can  even  if  it  doesn't  make  what  you  and  I  would  call  good  sense. 

Mr.  Peterson.  The  problem  is  Congress — we  didn't  give  them 
the  money  to  do  new  construction,  so  we  caused  this  problem;  is 
that  what  you  are  saying? 

Ms.  Gaffney.  No.  I  think  it  is  a  very  complicated  problem.  I 
think  the  one-for-one  replacement  rule  has  to  do  with  it.  I  think  we 
need  a  better  vision  of  what  we're  doing  in  terms  of  modernization, 
replacement,  one  for  one,  site  and  neighborhood  standards,  and  I 
don't  think  there  is  any  party  that  is  entirely  guilty. 

Mr.  Peterson,  Nobody  to  blame. 

Ms.  Gaffney.  No. 

Mr.  Peterson.  If  only  we  could,  we  could  lynch  him. 

Ms.  Gaffney.  Yes,  I  know. 

Mr.  Peterson.  You  testified  that  the  housing  authorities  are  re- 
ceiving these  Federal  funds  for  vacant  public  housing.  How  many 
vacant  units  are  there  in  all?  Do  you  have  the  total  number  of  va- 
cant units  in  all  of  our  public  housing? 

Ms.  Gaffney.  I  think  the  number  of  reported  vacancies  is  about 
8  percent.  That  is  about  102,000  out  of  1.3  million  units. 

Mr.  Peterson.  That  is  out  of  the  whole  Nation? 

Ms.  Gaffney.  That's  the  whole  thing. 

Mr.  Peterson.  And  how  many  of  these  do  you  think  are  regular 
turnover  and  how  many  are  long-standing  vacancies;  do  you  know? 

Ms.  Gaffney,  We  do  not  have  data  on  that  overall.  We  have  an- 
ecdotal data.  We  have  housing  authority  by  housing  authority  data. 
Mr.  Momorella  is  an  expert  in  Philadelphia  and  its  environs.  In 
Philadelphia,  he  reports  that  20  percent  of  the  vacancies  are  in 
completely  boarded  developments. 

Mr.  Peterson.  Can  you  get  us  that  number? 

Mr.  Momorella,  Unfortunately,  part  of  the  problem  is  that  in- 
formation isn't  readily  available  to  the  Department  as  an  aging,  for 
example,  of  unit  by  unit.  They  usually  classify 

Mr,  Peterson.  Why  wouldn't  it  be  available? 

Mr.  Momorella,  Well,  they  submit  quarterly  occupancy  reports, 
but  usually 

Mr.  Peterson.  All  the  bureaucracy  and  paperwork  that  they 
have  these  people  fill  out  and  all  the  stuff — and  you  mean  to  tell 
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me  that  they  don't  know.  Why  are  they  filling  all  this  stuff  out  if 
we  can't  get  any  information.  Is  it  just  K)r  their- 

Mr.  MOMORELLA.  They  individual  authorities— no,  there  isn't  any 
system  within  HUD. 

Mr.  Peterson,  Well,  that  is  what  I  am  saying,  why  isn't  there 
a  system? 

Mr.  MoMORELLA,  Well,  as  you  know,  one  of  our  major  areas  is 
the  information  management  systems  that  need  to  be  corrected  and 
revised. 

Mr.  Peterson.  Well,  you  have  been  working  on  that  for  10-15 
years,  too,  right?  And  they've  got,  what,  another  study  group  that 
IS  looking  at  this  that  will  probably  come  up  with  another  unwork- 
able system,  or  what? 

Ms.  Gaffney.  Well,  I  think  there  is  a  basic  point  here  and  that 
is  you  are  raising  an  issue  today  about  these  vacant  units  which 
has  not  been  a  major  issue  within  HUD.  HUD  has  not 

Mr.  Peterson.  Is  it  a  major  issue  now;  do  you  think? 

Ms.  Gaffney.  I  think  your  hearing  is  going  to  open  a  dialog. 

Mr.  Peterson.  Make  it  one  maybe,  hopefully. 

If  there  is  anybody  that  can  figure  out  what  the  percentage  is, 
I'd  like  to  know. 

Ms.  Williams-Bridgers,  you  said  in  your  testimony  that  there's 
one  large  authority  that  received  $72  million  in  Federal  funds  over 
the  last  10  years  for  vacant  units.  Which  housing  authority  is  that? 

Ms.  WlLLlAMS-BRrocERS.  Detroit  Housing  Authority.  A  Chicago 
HUD  official  estimates  that  over  the  past  10  years,  approximately 
$72  million  had  been  spent  for  vacant  units  in  that  city. 

Mr.  Peterson.  Are  they  still  getting  these  subsidies  for  these  va- 
cant units? 

Ms.  Williams-Bridgers.  Yes.  The  formula  which  HUD  uses  to 
develop  operating  cost  estimates  for  subsidized  housing  projects 
takes  into  account  vacancies.  And  it  also  establishes  a  standard  of 
97  percent  occupancy  for  all  public  housing  authorities.  Well,  we 
know  in  the  case  of  Detroit,  at  least,  that  their  vacancy  rate  is 
much  higher  than  the  3  percent  that  would  be  indicated  in  that  for- 
mula. So,  in  effect,  they  are  receiving  subsidies  for  their  vacant 
units. 

Mr.  Peterson.  What  do  they  do  with  this  money?  What  do  they 
spend  it  on? 

Ms.  Williams-Bridgers.  Many  of  the  projects  that  these  operat- 
ing subsidies,  or  all  of  the  proiects  that  the  operating  subsidies  will 
go  to  are  either  fully — partially  occupied  or  100  percent  vacant.  So 
even  if  you  had 

Mr.  Peterson.  If  it  is  100  percent  vacant,  what  do  they  spend 
it  on? 

Ms.  Williams-Bridgers.  So  as  not  to  incur  further  deterioration 
of  the  project. 

Mr.  Peterson.  What  would  that  be? 

Ms.  Wiluams-Bridgers.  Security  and  maintenance  of  the  phys- 
ical plant. 

Mr.  Peterson.  But  it  is  vacant. 

Ms.  Gaffney.  Could  I  mention  one  possibility.  I  think  the  execu- 
tive director  from  Newark  today  will  testify,  for  instance,  that  in 
Newark  they  have  a  particular  situation  oi  something  called  loop 
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heating,  which  is  one  system  of  heating  that  heats  multiple  build- 
ings, and  so  the  fact  that  one  building  is  sealed  up  doesn't  remove 
that  cost. 

Mr.  Peterson.  So  they  are  heating  the  building  even  though  it 
is  sitting  empty? 

Ms.  Gaffney.  Exactly. 

Mr.  Peterson.  In  your  testimony,  you  also  stated  that  some 
housing  authorities  spend  more  money  to  rehabilitate  than  it  costs 
to  construct  new  ones.  Can  you  give  us  one  or  two  examples  of 
where  that  happened? 

Ms.  Williams-Bridgers.  We  have  a  few  examples.  The  Jackson- 
ville Department  of  Housing  and  Urban  Development  has  one  com- 
plex, the  Brentwood  complex,  nearly  600  units  in  the  complex.  It 
currently  has  an  occupancy  rate  of  about  27  percent.  Over  the  past 
14—15  years,  th^  have  spent  about  $15  million  on  rehabilitation 
of  that  project.  Those  officials,  the  public  housing  officials  in  Jack- 
sonville estimate  that  it  would  have  been  much  cheaper  to  build 
that  project  from  scratch  rather  than  having  to  spend  the  $15  mil- 
lion on  a  building  that  will  never  be  brought  up  to  standard — ^hous- 
ing quality  standard  required  by  HUD  today. 

Mr.  Peterson.  Do  you  have  a  number  of  how  much  money  has 
been  wasted  on  that  particular 

Ms.  Williams-Bridgers.  They  were  not  able  to  give  us  a  replace- 
ment cost  figure  for  that  project. 

In  another  project  in  Detroit,  Parkside  development,  $5  million 
was  approved  for  replacement  of  100  of  the  1,000  units  in  that  de- 
velopment. That  $5  million  was  approved  by  HUD  in  1988.  How- 
ever, because  of  the  various  constraints  that  Detroit  faced,  the  "not 
in  my  background"  mentality  and  the  inability  to  gain  local  govern- 
ment approval  for  replacement  units  outside  of  the  immediate  area 
where  that  public  housing  project  is  located.  The  inability  to  get  a 
replacement  plan  approved  by  HUD  has  led  to  that  housing  author- 
ity having  spent,  just  on  the  heating  plant,  $1  million  since  1988. 

That  heating  plant  continues  to  be  obsolete.  The  only  way  to  cor- 
rect the  problems  in  that  particular  development  is  to  rebuild  it 
from  scratch.  However,  the  replacement  plan  has  been  stalled  since 
1988,  so  they  will  continue  to  face  excessive  operating  costs,  exces- 
sive modernization  costs  for  a  building  that  will  probably  never  be 
brought  up  to  code. 

Mr.  Peterson.  Mr.  Flake,  do  you  anything — do  you  want  to  wade 
into  this  swamp? 

Mr.  Flake.  Just  one  question  for  both  panelists  to  start  with. 

Short  of  those  who  are  proponents  of  selling  to  tenants,  which, 
of  course,  I've  been  opposed  to  vehemently  because  I  am  con- 
vinced— and  I'm  more  convinced  after  hearing  your  testimony — 
that  with  the  millions  of  dollars  we're  putting  in  them,  we've  not 
been  able  to  upkeep  them,  we  could  not  expect  that  if  tenants 
owned  them  individually  and  tried  to  work  out  some  cooperative 
management  system  that  they  would  be  able  to  do  much.  Many  of 
them  would  never  be  brought  to  code,  as  you  say. 

Short  of  selling  them  or  short  of  privatizing  in  some  other  way, 
what  solutions  are  there?  I'm  having  difficulty^ — for  instance,  I  trav- 
el all  over  and  I  see — and  mostly  into  these  kind  of  communities; 
Newark  is  an  example.  I  preach  at  several  churches  right  in  front 
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of  that,  Israeli  and  the  St.  James.  Chicago,  I  just  spoke  at — ^there's 
a  church  right  on  the  edge  of  that  project  that  the  expressway  is 
right  behind  it,  there's  a  school  next  door.  Most  of  them  are 
boarded  up.  I  mean,  the  plywood  manufacturers  do  well  with  public 
housing. 

Yet,  we  say  we  can't  replace,  but  they're  vacant.  Why  can't  we 
tear  down  and  replace  on  that  site? 

Ms.  Will!AMS-Bridgers.  The  site  and  neighborhood  standards 
currently  provide  legal  precedents  that  restrict  from  replacing  units 
in  neighborhoods  that  have  high  concentrations  of  minorities  or 
high  concentrations  of  low-income  households  that  are  receiving 
Federal  assistance.  More  often  than  not,  especially  in  cores  of 
central  cities,  those  conditions  exist  which  would,  necessarily,  pre- 
clude replacing  units, 

Mr.  Flake.  And  the  tragedy  is  those  are  also  the  areas  where 
you  have  the  highest  base  of  homeless  people  so  that  if  you — ^it 
makes  some  sense  to  create  some  kind  of  legislation,  perhaps,  that 
at  least  allows  for  replacement  onsite  even  if  you  require,  by  law, 
the  means  by  which  you,  at  least,  do  some  dispersal,  and  I  would 
certainly  support  dispersal  because  my  community  and  others — the 
oversaturation  is  murder,  but  at  the  same  time,  I  don't  xmderstand 
how  we  have  been  able  to  have  projects  that  have  sat  vacant  and 
housing  authorities  where  they  have  properties  that  have  been  out 
of — that  have  been  in  violation  for  the  number  of  years  that  they 
have.  We've  allowed  them  to  sit  15,  17 — what,  the  longest  one,  I 
guess,  Philadelphia,  how  many  years  is  that?  Eighteen  years  al- 
most or  whatever. 

Mr.  MOMORELLA.  Yes. 

Mr,  Flake.  So  nothing  is  happening  on  that  property.  I  mean,  it 
is  sitting  there,  it  is  a  drain  on  the  community.  It  is  an  eyesore  for 
the  community,  you  can't  do  other  development  around  it  because 
no  one  is  interested  in  trying  to  develop  shopping  malls  or  anything 
else  in  that  kind  of  community.  No  one  wants  to  come  in  and  do 
any  kind  of  housing  for  middle  class  because  unless  you  can  solve 
that  problem  and  relieve  some  of  the  sore  eye — the  aesthetics  prob- 
lem, you  are  not  going  to  be  able  to  do  any  other  kind  of  develop- 
ment. 

At  some  point,  it  seems  to  me,  then,  we  must  do  some  analysis 
of  how  we  look  at  public  housing  components  of  those  communities 
in  relationship  with  an  overall  community  development  plan.  And 
is  HUD  the  logical  place  to  work  at  trying  to  develop  those  commu- 
nity development  plans  in  which  there  is  an  understanding  that 
though  there  is  a  saturation  when  we  are  talking  about  replace- 
ment, it  is  better  to  replace  for  the  good  of  the  overall  community 
than  to  leave  the  eyesores  there. 

Ms.  Williams-Bridgers.  An  excellent  point,  Congressman  Flake. 
In  fact,  in  the  other  work  that  we  have  ongoing  now  we  are  looking 
at  success  stories  for  comprehensive  revitalization  of  distressed 
neighborhoods.  And  central  to  revitalize  distressed  neighborhoods 
is  the  revitalization  of  the  housing  stock.  It  is  essential  that  we 
look  not  only  at  HUD  as  an  action  agent  in  the  revitalization  strat- 
egies, but  also  other  Federal  agencies,  such  as  the  Small  Business 
Administration,  as  it  looks  to  implement  empowerment  zones 
where  we're  looking  to  bring  businesses  and  economic  revitalization 


129 

back  to  those  communities.  So  we  can  no  longer  look  at  stovepipe 
solutions  to  the  problems  that  exist  around  the  public  housing 
stock. 

Mr.  Flake.  Yes,  sir. 

Mr.  MoMORELLA.  Also,  I  think  density  is  an  issue.  There  are 
studies  that  go  back  as  far  as  1979.  And,  as  you  realize,  some  of 
these  developments  were  constructed  in  1953-54  and  they  had  a 
standard  then,  I  believe,  it  was  something  like  860  square  feet. 
We're  talking  about  one-  and  two-bedroom  units.  Well,  today,  the 
living  size  standard  has  increased.  There  are  larger  families.  To  re- 
place onsite,  I  agree  there  should  be  some  replacement,  but  I  think 
most  of  the  studies  have  pointed  to  put  back  the  same  density,  par- 
ticularly in  a  highrise  environment  is  very  difficult  to  maintain  and 
manage.  The  tenants  just  don't  feel  safe  when  people  can  come  in — 
anybody  can  come  in  and  walk  the  halls  and  things  of  this  nature, 
so  you  are  not  only  talking  about  just  using  the  site  again,  which 
can  be  done  and,  in  some  cases,  has  been  done,  but  the  one  in  one 
then  affects  the  density  because  there  is  no  way,  for  example,  that 
Raymond  Rosen  in  Philadelphia  that  you  can  get  800  midrise  or 
family  garden  type  of  apartments  on  that  particular  site,  so  there 
is  an  extra  problem  there. 

Mr.  Flake.  But  it  would  seem  to  me  then  that  we  would  agree 
at  least  other  sites  to  have  been  designated  in  other  places,  but  to 
have  the  empty  vacated  buildings  standing  there  doing  nothing,  it 
would  seem  to  me  even  if  it  was  a  lower  density  in  that  particular 
location,  it  makes  more  sense  for  the  community.  I  mean,  you  take 
the  Newark  example,  those  buildings,  I've  been  in  and  out  of  those 
for  20  years.  Those  buildings  and  the  State  that  they  were  in  over 
the  last  7,  8  years  when  the  buildings  got  in  such  state  of  disrepair 
that  they  were  basically  crumbling.  I  mean,  the  roofs  were  falling 
in  and  all  kinds  of  stuff.  You  could  not — Mrs. — who  was  a  member 
of  that  board — Mrs.  Cartwright,  I  think  it  is,  and  we  had  a  lot  of 
discussions  about  what  are  the  best  alternatives,  and  then  you  got 
into  all  the  legal  problems  of,  you  know,  what  to  do  with  that  proc- 
ess which  now  we  are  moving  out  of  But  you  couldn't  do  anything 
in  that  community  but  watch  it  deteriorate.  I'd  rather  see  a  few 
smaller  numbers  of  units,  larger  units,  of  course,  but  smaller  num- 
bers going  into  that  community  with  some  other  area  designated 
somewhere  else  than  to  see  what  happens  in  that  community  be- 
cause ultimately  the  reputation  of  the  community  is  stained  by  vir- 
tue of  the  aesthetics  of  that  particular  area  which  has  an  impact 
on  everything.  It  just  disturbs  me,  and  I  see  it  everywhere.  I  mean, 
we  have — I  talk  about  this  third  world  nation  within  our  borders 
and,  clearly,  a  major  contributor  to  it  is  the  public  housing  sector 
because  all  of  the  social  ailments  of  our  society  are  in  evidence  in 
those  situations.  So  that  when  you  talk  about  identifying  what 
makes  a  third  world  nation,  prenatal,  postnatal,  death  rates  and 
nutritional  problems  and  educational  problems,  all  of  those  crises 
are  at  the  height  of  the  evidence  wherever  we  have  public  housing 
components. 

Wnat  would  you  advise  us  legislatively  as  it  relates  to  the  one 
on  one? 

Ms.  Williams-Bridgers.  I  would  suggest  that  we  look  for  more 
flexible  replacement  options.  This  is  clearly  what  the  PHA's  have 
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told  us.  The  literature  also  suggests  that  demand-based  housing  as- 
sistance strategies  are  more  viable  options  than  repairing  in  cer- 
tain neighborhoods. 

Currently  the  one-for-one  replacement  rule  does  not  allow  for 
more  than  50  percent  of  the  replacement  units  to  be  provided  in 
the  form  of  section  8  certificates.  If  we  could  have  more  flexibility 
in  the  use  of  section  8  certificates  that  might  be  one  viable  option. 

Some  jurisdictional  freedoms  for  public  housing  authorities  would 
also  be  helpful  in  cities  such  as  Detroit  and  Washington,  DC.  Cur- 
rently, they  are  confined  to  the  city  limits  in  order  to  provide  re- 
placement housing  units.  If  they  were  allowed  authority  to  look 
outside  of  their  jurisdictional  boundaries,  that  might  also  provide 
some  additional  opportunities.  Of  course,  that  is  just  not  Federal 
legislation  that  precludes  that,  but  it  is  also  local  legislation  as  well 
and  that  approval  of  local  governing  bodies. 

More  flexible  use  of  modernization  funds,  possibly  the  use  of 
modernization  funds  for  replacement  options  would  be  a  possible 
strategy.  Also  allowing  HUD  more  discretion  in  certain  areas,  seek- 
ing more  regulatory  freedoms  from  HUD  than  they  currently  im- 
pose on  PHA's  in  the  form  of  waivers  might  be  initial  first  steps 
that  we  would  see  as  opportunity  to  work  effectively  within  the 
one-for-one  provision. 

Mr.  Flake.  Places  like  Newport,  RI,  where  I  once  passed  it, 
where  there  are  low-rise  housing  buildings  that  are  left  from  the 
closing  pretty  much  of  that  naval  base,  what  is  precluding  our  abil- 
ity to  have  interagency  cooperation  or  interagency  programs  that 
would  allow  us,  for  instance,  to  utilize  properties  that  we're  guard- 
ing, that  we're  providing  for  utility  costs,  and  these  are  generally, 
I  think,  four  to  eight  family  units,  and  not  onlv  in  Newport,  but 
we  have  it  right  there  in  New  York  near  the  Triborough  Bridge.  It 
is  all  over  the  country  and  those  bases  just  sit,  they're  empty, 
they're  vacant. 

Is  there  anything  that  we  can  do  legislatively  to  mandate  the  use 
of  those  properties  which,  in  most  instances,  would  give  us  low- 
density  populations  in  areas  that  we  are  paying  government  funds 
just  to  provide  oversight  for,  but  we're  getting  no  benefit  from. 

Mr.  Marts.  I  have  a  little  bit  of  insight  into  this  issue.  I  think 
I  read  something  on  this.  It  turns  out  what  was  good  enough  for 
temporily  housing  the  serviceman  is  not  good  enough  for  perma- 
nent housing  for  low-income  people.  The  standards  that  public 
housing  must  meet  aren't  met  by  some  of  the  quonset  hut  barracks 
kind  of  situations  that  you  find  on  the  bases  around  the  country. 
Not  that  they  couldn't  be  brought  up  to  meet  quality  standards,  at 
least  the  land  is  there.  And  that  is  often — ^because  of  the  site  and 
neighborhood  standards — a  very  limiting  factor.  But  I  think  you've 
got  a  good  idea  there. 

Mr.  Flake.  I  think  we  need  to  explore  that. 

Mr.  Chairman,  I  will  yield  so  that  my  colleagues 

Mr.  Peterson.  Well,  Mr.  Flake,  you  have,  I  think,  brought  up 
some  good  issues.  I  don't  know  if  you  were  here  when  I  was  making 
my  opening  statement.  I've  heard  the  arguments  about  flexibility 
but,  to  be  honest  with  you,  I  have — I'm  not  at  all  confident  that  if 
we  just  give  them  more  flexibility  that  they  aren't  going  to  screw 
this  up  to  the  point  where  it  won't  work  anyway.  So  I  am  still  in- 
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clined  to  repeal  the  whole  rule  because  I  am  afraid  if  you — even  if 
you  give  them  flexibility,  they  will  manage  to  make  it  unworkable 
because  they  seem  to  manage  to  make  everything  else  unworkable. 
So  I  still  have  to  be  convinced  that 

Mr.  Flake.  If  you  will  permit  me  just  a  colloquy,  perhaps — I 
mean,  what  would  be  your  thinking  as  it  relates  to  how  we  target 
these  funds  that  go  to  the  PHA's  where  there  is  such  a  great  deal 
of  vacancy.  I  mean,  the  PHA  has  to  understand  that  there  is  a  pen- 
alty for  vacancies,  and  I  don't  know  how  you  create  a  penalty  for 
those  vacancies  given  what  our  testimony  indicates  is  a  necessity 
for  providing  some  basics  to  maintain  the  complexes.  And  that  is 
worth  some — at  least  worth  some  analysis  and  evaluation  of  trying 
to  make  sure  that  a  PHA  understands  that  it  loses  by  having  va- 
cancies, but  now  they  don't. 

Mr.  Peterson.  I  am  not  sure  how  we  do  that,  but  one  of  the 
things  that  you  wonder  about  is  that  you've  got  the  situation  out 
there  where  they've  got  this  authority,  but  they  don't  have  any 
money  involved.  And  maybe  some  of  the  tradeoff  in  all  of  this  is 
that  if  we  are  going  to  give  them  more  responsibility  maybe  they've 
got  to  start  taking  some  of  the  financial  responsibilities,  we'll  get 
their  attention.  I'm  not  sure  if  that  is  feasible  but,  clearly,  the  cur- 
rent situation  is  not  working,  and  it  seems  like  to  me  that  the  in- 
centives are  all  screwed  up  and  backwards,  and  I  don't  know  if  I 
know  what  the  answer  is,  but  I'm  just — what  I  am  concerned  about 
is  that,  you  know,  we  tinker  around  with  this  and  we  try  to  manip- 
ulate these  different  requirements  that  we  have  and  I  just  am  not 
confident  that  what  comes  out  of  it  is  going  to  give  people  the  flexi- 
bility or  what  they  need  to  accomplish  where  we're  going  here. 

Mr.  Flake.  Well,  part  of  the  solution 

Mr.  Peterson.  I  think  we  just  need  to  sit  down  and  figure  out 
how  we  craft  something  that  we  think  makes  some  sense. 

Mr.  Flake.  Without  putting  the  burden  on  local  government 

Mr.  Peterson.  Right. 

Mr.  Flake  [continuing].  Because  most  of  them  are  strapped. 

Mr.  Peterson.  I  know.  I  understand.  But  I  don't  want  to  put  the 
burden  on  them,  but  I  also  think  that  to  some  extent  you've  got 
to — ^they've  got  to  have  some  responsibility  in  this. 

Mr.  Flake.  I  agree  with  that. 

Mr.  Peterson.  You  know,  just  to  be  able  to  sit  out  there  and 
muck  up  the  system  and  not  have  to  pay  any  financial  price  is  not 
the  answer  either. 

Mr.  Flake.  I  agree  wholeheartedly. 

Mr.  Peterson.  And  I  don't  know  how  we  get  to  that  point  but, 
you  know,  on  one  hand  they  complain,  but  when  it  comes — when 
we  have  a  problem — and  this  is  going  on  in  Minneapolis-St.  Paul — 
where  they  are  trying  to  locate  some  of  this  housing  out  in  the  sub- 
urbs and  the  suburbs  don't  want  it,  and,  you  know,  you  have  this 
going  on  in  communities  all  over  the  country,  and  everybody  is 
kind  of  in  a  catch  22  with  this  thing.  I  don't  know  if  I  have  the 
answers  here  today,  but  I  am  just  very  frustrated  with  this  whole 
situation  and  I'm  at  the  point  of  taking  a  meat  ax  rather  than  fine 
tuning  at  this  point  unless  somebody  can  talk  me  out  of  it.  I  mean, 
that's  just  where  I'm  at. 
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Mr.  Flake.  Well,  I'm  a  pastor,  I  have  to  be  a  little  more  compas- 
sionate. [Laughter.] 

Mr.  Peterson.  Mr.  Shays,  do  you  have  any  questions. 

Mr.  Shays.  I  have  some  questions,  but  I  would  be  happy  to  follow 
my  colleague  who  was  before  me. 

Mr.  Peterson.  All  right. 

Mrs.  Thurman,  do  you  have 

Mrs.  Thurman.  Let's  talk  a  little  bit  more  about  the  flexibility 
issues,  because  one  of  the  things  that  I  found  over  the  years  is  gov- 
ernment sometimes  is  the  problem  because  we  don't  provide  the 
flexibility.  However,  I  also  find  on  the  other  side  of  this  that  some- 
times we  become  more  restrictive  because  of  past  abuse.  So  could 
you  give  me  some  ideas  when  you  talk  in  the  framework  of  flexibil- 
ity. 

If  you  know  the  historical  reason  why  some  of  these  kinds  of 
things  were  put  into  place,  and  when  you  make  recommendations, 
have  you  also  thought  through  where  the  safeguards  will  be  so  we 
wouldn't  see  the  same  kinds  of  mistakes  being  made  again. 

Ms.  Gaffney.  I'll  make  an  introductory  remark  and  then  Ed  can 
tell  you  the  facts.  I  think  it  is  pretty  clear  that  there  are  a  number 
of  people  who  are  very  concerned  that  if  given  the  option,  localities 
would  whittle  away  at  the  public  housing  stock  until  very  little 
would  be  left.  And  the  reason  for  not  giving  flexibility  was  because 
of  that  terrible  concern,  the  terrible  concern  that  we  need  public 
housing.  And  I  think  it  was  almost  a  meat  ax  approach  in  the  re- 
verse, and  that  is,  if  this  is  the  only  way  we  can  maintain  that 
number  of  units,  this  is  what  we  will  require. 

Now,  the  question,  which  is  an  excellent  one,  how,  if  you  move 
away  from  that,  you  can  enable  reasonable  decisions  without  erod- 
ing the  whole  stock  of  public  housing  in  this  country  is,  it  seems 
to  me,  a  difficult  question. 

Mr.  MoMORELLA.  I  was  lust  going  to  address 

Mrs.  Thurman.  I  didn  t  want  to  make  this  easy  on  you,  you 
know. 

Mr.  Momorella.  I  was  just  going  to  address  the  flexibiHty  in  the 
different  programs.  As  each  new  program  is  introduced  to  assist 
the  housing  authorities,  it  comes  with  its  own  baggage  as  far  as  re- 
porting requirements,  eligibility  restrictions.  For  example,  there 
were  CIAI',  comprehensive  improvement  assistance  programs,  then 
we  have  the  comprehensive  grant,  then  we  have  the  obsolete 
projects  known  as  MROP,  and  each  of  those  have  their  own  pecu- 
liar eligibilities  and  Hmits,  and  so  forth.  So  the  authority  has  to  ac- 
tually jump  through  hoops  to  try  to  get  anything  done.  I'll  give  you 
a  real  brief  example.  On  the  Southwork  project  in  Philadelphia, 
originally,  you  know,  that  estimate  was  to — about  $40  million  to 
renovate  that  entire  project.  And  all  they  could  muster  at  one  par- 
ticular time  was  $12.7  million,  so  you  start  out — and  we'll  start  to 
plan,  and  as  you  plan  and  time  goes  by,  costs  never  decrease,  they 
always  increase  and  now  so  far  they're  up  to  $80  million  and  they 
still  haven't  done  any  significant  renovation  yet.  And  this  is  why 
I  think  what  happens  is  these  different  programs  force  the  authori- 
ties to  look  at  something  piecemeal  instead  of  saving,  look,  we  want 
this  all  done  like  a  turnkey  type  of  situation  and  here's  the  funding 
to  do  it,  not,  well,  we  can  only  fund  one-third  of  it  or  phase  one 
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of  six  phases,  because  you  reach  the  dilemma,  what  do  you  do  first? 
Do  you  fix  the  elevators  or  the  roofs?  Well,  we  can't  use  windows 
because  this  program  won't  allow  us  to  use  funds  for  that.  So  when 
we  talk  about  flexibility,  we  really  believe  there's  a  need  to  consoli- 
date a  lot  of  these  funding  sources  to  allow  the  authority  to  spend 
the  money  to  get  the  most  serious  priority  problem  corrected. 

Mr.  Peterson.  If  I  could. 

I  mean,  we  didn't — Congress  didn't  create  this,  all  this  bureauc- 
racy, HUD  did,  right?  So  we're  going  to  give  the  flexibility  to  HUD. 
How  do  we  know  that  they  are  not  going  to — no  matter  what  we 
do,  that  they  are  not  going  to  come  up  with  all  this  crazy  bureauc- 
racy again.  I  mean,  sure,  we  put  the  overall  policy  in  place,  but 
we're  not  the  one  that  created  all  these. requirements  that  are  on 
these  different  programs,  are  we?  Or  did  we? 

Ms.  Gaffney.  I  tnink  to  some  extent 

Mr.  Peterson.  This  committee  didn't  do  it  anyway. 

Mrs.  Thurman.  Not  under  this  chairman.  [Laughter.] 

Ms.  Gaffney.  There  is  a  problem  that  the  IG  has  been  reporting 
for  several  years.  I  think  HUD  is  now  operating  208  separate  pro- 
grams and  HUD  staff  has  been  decreasing  for  12  years  or  so,  and 
there  is  no  doubt  that  those  programs  are  enacted  By  the  Congress, 
so  there  is  some  role  there. 

Now,  I  think  you're  right,  that  there  is  further  no  doubt  that 
every  time  the  Federal  bureaucracy  gets  its  hands  on  a  new  pro- 
gram, it  delights  in  issuing  regulations,  and  we're  very  good  at 
that.  I  would  say  to  you  that  this  reinventing  government  policy 
has  been  very  important.  I  don't  think  you  need  to  change  bureau- 
crats, and  I  don't  use  that  term  pejoratively  at  all,  but  we — the  bu- 
reaucrats— have  been  trained  in  one  way  of  thinking.  I  think 
through  reinventing  government,  we  are  trying  to  see  things  dif- 
ferently. Right  now  in  public  housing,  they  have  five  groups  involv- 
ing puolic  interest  groups,  HUD  staff,  and  residents  going  through 
all  of  the  public  housing  regulations  with  one  goal  and  that  is  to 
simplify,  streamline,  and  consolidate.  That  effort  is  underway  right 
now.  It's  been  underway,  I  think,  for  about  5  months  as  a  matter 
of  fact.  So  I  think  there  is  some  hope,  but  it  is  kind  of  a  sea-change 
in  how  the  bureaucracy  approaches  things. 

Mrs.  Thurman.  Let  me  ask  a  question  back  to  where  we  were 
though  just  a  minute  ago  when  you  mentioned  all  of  those  pro- 
grams. Is  it,  Mr.  Momorella? 

Mr.  Momorella.  Momorella,  yes. 

Mrs.  Thurman.  And  you  had  mentioned  four,  five,  six  different 
programs.  Had  they  taken  all  those  moneys  and  consolidated  them, 
are  you  suggesting  that  that  project  could  have  been  completed 

Mr.  Momorella.  Well 

Mrs.  Thurman  [continuing].  Versus  the  $12  million  one-third 
stage? 

Mr.  Momorella.  In  that  example  I  gave  you  there  wasn't 
enough  appropriated  money  in  that  particular  year.  Just,  for  exam- 
ple, if  you  have  10  buildings  that  you  say  you  want  to  fix  up,  you 
only — the  only  funds  you  nave  to  work  with  right  now  are  this 
year's  comp  grant  and  maybe  next  year,  but  you  don't  know  what 
is  coming  and  what  funding  is  in  the  future.  For  example,  you  don't 
know  if  you  are  going  to  get  vouchers  or  if  there  will  be  other  de- 


134 

velopment  funds  available  2  years  down  the  road  to  replace  those, 
so  it  is  really  difficult  to  come  up  with  a  master  plan.  But  I  think 
what  needs  to  be  done  is  the  flexibility  to  coordinate  the  funds  that 
at  least  we  do  know  exist  today  and  are  appropriated,  and  to  come 
up  with  a  plan  as  to  what  can  we  do  completely  and  effectively  in- 
stead of  trying  to  start  10  different  things,  you  know,  in  different 
phases.  Let's,  at  least,  you  know,  conquer  the  most  serious  problem 
that  you  may  have. 

Mrs.  Thurman.  And  to  follow  up  then  with  maybe  what  the 
chairman  was  sa3nng.  At  what  check  points  then  do  we  have  a 
gfuarantee  that  those  things  are  actually  happening  and  that  we 
get  a  positive  return  on  these  kinds  of  suggestions? 

Mr.  MOMORELLA.  Well,  that's  a  good  point.  In  our  report  we 
stress  the  fact  that  HUD  needs  to  play  a  more  important  role  in 
seeing  that  these  things  are  accomplished.  Too  often,  I  think,  we'll 
give  tne  authority  or  the  locality  and  the  new  administration  that 
has  come  in,  an  opportunity — sort  of  a  window  of  time  to  perform 
based  on  their  promises.  But  too  often  2  years  go  by  and  many  mil- 
lions of  dollars — or  4  years — ^before  HUD  realized  that  they  weren't 
really  doing  what  was  promised. 

I  tnink  tnere  needs  to  be  a  more  aggressive  task  force  of  tech- 
nical assistance,  onsite  help,  onsite  monitoring  to  see  that  what  has 
been  set  out  in  this  plan  is  carried  out  and  is  being  accomplished 
rather  than  to  wait  2  years  to  find  out  if  it  worked. 

Ms.  Williams-Bridgers.  If  I  might,  Mr.  Chairman,  add  one 
point.  I  think  that  we  also  need  to  recognize  that  replacement 
funding  or  the  attainment  of  replacement  funding  is  not  the  solu- 
tion to  this  problem.  There  are  two  legal  restrictions  that  are  work- 
ing very  integrally  here.  They  are  the  one-for-one  replacement  stat- 
ute and  the  site  neighborhood  standards. 

What  we  have  learned  is  that  even  if  a  public  housing  authority 
obtains  approval  from  HUD  for  replacement  funding  and  actually 
gets  that  money,  they  must  then  confront  the  obstacles  at  the  local 
level  by  winning  the  approval  of  local  government  officials  for  their 
replacement  plan.  They  must  win  the  approval  of  local  neighbor- 
hoods that  have  traditionally  been  resistant  to  having  public  hous- 
ing located  in  their  back  yards.  So  there  are  a  series  of  other  obsta- 
cles that  must  be  overcome  once  that  replacement  funding  is  ob- 
tained. And  even  with  the  most  stringent  oversight  by  HUD,  public 
housing  agencies  must  still  contend  with  and  satisfy  local  govern- 
ments. 

Mr.  Peterson.  Well,  if  I  might,  you  know,  you  are  saying  that 
they  are  reinventing  government  over  there,  and  I'm  fairly  skep- 
tical about  this  whole  reinventing  government  idea,  but  what  I've 
heard  out  of  HUD  so  far — and  Mr.  Shuldiner  isn't  here  yet — but  it 
does  not  appear  to  me  that  they  have  got  any  kind  of  comprehen- 
sive plan  that  they  are  coming  forward  with  to  deal  with  this.  I 
mean,  I  have  not  seen  it. 

Have  you  seen  something  that  I  haven't?  Do  you  think  that 
there's — I  mean,  isn't  it  up  to  HUD  to  sit  down  with  all  this  stuff 
and  say,  this  isn't  working  and  come  forward  and  say  this  is  what 
we  need  you  to  do  in  Congress  to  help  us  untangle  all  this  stuff? 
And  where  is  that?  And  I  will  ask  the  Assistant  Secretary  when  he 
is  here. 


135 

Ms.  Gaffney.  What  I  am  aware  of,  Mr.  Chairman,  is  essentially 
what  Mr.  Shuldiner  has  outlined  in  his  written  statement  to  you. 
However,  I  would  say  that  what's  happened  in  Philadelphia  rep- 
resents quite  a  move  for  HUD.  HUD  did  not  deal  with  that  Phila- 
delphia situation  in  the  normal  course — in  the  normal  way  it  does 
business.  And  we  are,  I  would  say,  and  Mr.  Momorella  can  speak 
to  this,  I  think  very  hopeful  about  the  progress  that  is  being  made 
in  Philadelphia  now  after  these  18  years. 

I  think,  perhaps,  you  can  find  a  recognition  in  HUD  that  there 
is,  in  fact,  a  need  to  do  things  differently  overall.  You  have  a  dif- 
ferent vision  of  HUD's  role.  But  apart  from  that,  the  initiatives  I 
am  aware  you  have  seen. 

Mr,  Peterson.  Well  that  is,  you  know,  what  we're  hoping.  But 
I  have  to  admit,  at  least,  it  is  unclear  to  me  that's  there.  I  hope 
that  it  is,  and  I  hope  you're  right,  but  I  mean,  some  of  things  that 
I've  seen  come  out  make  vou  wonder,  you  know,  getting  off  on  this 
homeless  issue  which  is  clearly  a  big  issue,  but  I  just  don't  see  how 
that  fits  together  with  these  other  problems  and  where  we're  going 
with  this.  And  giving  the  Washington  DC  Government  $20  million 
basically  with  no  strings  attached  when  we've  got  all  these  other 
problems  over  there.  I  mean,  I  understand  the  problems,  but  it  is 
just  hard  for  me  to  see  where  this  is  all  going. 

I'm  sorry,  I  don't  mean  to  bust  into  your  questions. 

Mrs.  Thurman.  Mr.  Chairman,  it  is  fine.  I  just  wanted  to  make 
sure  you ~ 

Mr.  Peterson.  I  am  not  going  to  put  any  limit  on  you. 

Mrs.  Thurman  [continuing].  Were  coming  back  to  me  so  I  could 
finish. 

Mr.  Peterson.  Oh,  yes. 

Mrs.  Thurman.  Ms.  Bridgers,  when  you — ^your  last  comment  was 
obviously  one  that  I  think  has  to  be  taken  into  consideration  as 
well,  which  is  what  happens  with  the  local  aspect  of  this  and  how 
to  get  them  to  participate  or  be  more  involved  or  somehow  to  get 
over  not  in  my  backyard  kind  of  situation.  Have  you  all  given  much 
thought  to  that?  I  mean,  I  know  you  are  kind  of  looking  at  pubHc 
housing  in  itself,  but  you've  gone  out  there,  you've  interviewed, 
you've  looked  at  all  these  things.  I  mean,  can  you  give  us  any  ideas 
of  what  we  might  do  in  working  with  these  local  governments? 

Ms.  Williams-Bridgers.  I  think  there  is  now  an  existing  re- 
quirement as  part  of  the  replacement  plans  that  the  public  housing 
authorities  involve  the  local  governments  in  decisions  on  replace- 
ment options.  To  the  extent  that  those  forums  work,  then  that 
would  be  most  appropriate  strategy  available  to  us  at  this  time  to 
ensure  that  local  governments  and  local  neighborhoods  buy  into  a 
replacement  strategy. 

On  the  basis  of  related  work  we  are  doing,  we  know  that  any 
neighborhood  revitalization  effort  must  stem  from  the  people  that 
live  in  the  neighborhoods.  If  you  don't  have  their  buy  in  up  front, 
the  best-laid  plans  will  ultimately  fail.  So  to  the  extent  that  we  can 
consistently  involve  local  neighborhoods,  this  is  the  best  possible 
strategy. 

Mrs.  Thurman.  Ms.  Gaffney,  in  your  report,  there  was  an  inter- 
esting comment,  and  I  think  this  goes  back  to  some  of  the  look  at 
the  reorganizing  of  government,  but — and  you  talk  about  the  social 
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issues  changing  and  the  kinds  of  things  that  folks  need,  whether 
it  be  daycare  or  nutritional,  or  whatever,  jobs — I  ^ess  job  or  job 
training.  And,  yet,  I  know  the  chairman  had  a  hearing  2  weeks  ago 
on  the  job  training  stuff  and  how  many  prog^'ams  there  are  out 
there. 

Is  there  an  effort  to  consolidate  some  of  the  programs  that  this 
government  already  runs  to  have  them  placed?  Why  should  HUD 
be  out  there  actively  organizing  onsite  on  their  own  when  already 
there  are  governmental  entities  that  are  supposed  to  deal  with  nu- 
tritional, the  WIC  programs,  preparing  them  for,  you  know,  Head 
Start,  you  know,  3  and  4  year  olds,  you  know,  that's  all  included 
in  some  of  these  areas.  I  mean,  are  we  doing  or  are  we  pushing 
them  to  go  that  way?  I  mean,  or  is  HUD  just  taking  this  money 
and  reinventing  what  is  already  available? 

Ms.  Gaffney.  I  think  you  are  raising  a  very,  very  significant 
issue.  It's  a  philosophical  issue  that  needs  to  be  raised  and  it  needs 
to  have  a  clear  answer. 

I  am.  aware  that  just  recently  the  Department  of  Justice,  the  De- 
partment of  Labor,  and  HUD  have  collaborated  in  an  amendment 
to  the  crime  bill  that  would  establish  a  youth  antidrug  program,  a 
joint  effort,  which  I  think  is  along  the  lines  of  what  you  are  talking 
about. 

Let  me  just  tell  you  that  a  couple  of  months  ago  the  Office  of  In- 
spector Greneral  started  an  operation  that  we  call  Operation  Safe 
Home;  and  it  is  designed  to  try  to  do  something  about  violent  crime 
in  public  housing,  fraud  in  Public  Housing  Administration  and  eq- 
uity skimming  in  multifamily  programs. 

When  we  started  looking  at  violent  crime  in  public  housing — and 
the  statistics  are  just  horrible — crime  rates  that  are  two,  four,  six 
times  higher  than  the  surrounding  community,  what  we  found  was 
essentially  what  you  are  talking  about,  that  a  lot  of  Federal  agen- 
cies are  involved  in  crime  in  public  housing,  but  it  is  not  coordi- 
nated. What  HUD  is  doing  isn't  what  they're  doing  and  what 
they're  doing  is  not  coordinated  with  the  locals  are  doing,  and  I'll 
tell  you  what  we  have  learned  in  the  process  of  pursuing  this:  it 
is  not  that  tough.  All  these  people  know  that  there  is  a  terrible 
problem  in  public  housing  with  crime.  They  need  a  mechanism — 
it's  not  that  they  are  unwilling  to  cooperate,  it  is  that  there  is  no 
mechanism.  We  are  simply  organized,  as  you  were  saying,  in  such 
a  stovepipe  manner  and,  truly,  now  that  we  are  reaching  out,  I 
think  we  are  going  to  have  a  whole  lot  of  success. 

But,  anywav,  the  bottom  line  is:  We  encountered  the  situation 
you  are  describing  in  that  area.  We  are  certainly  trying  to  do  some- 
thing about  it. 

Mrs.  Thurman.  It  seems  to,  especially  like  the  one  you  said, 
wherever  it  was  in  some  remote  area,  many  of  these  people  prob- 
ably do  not  have  access  to  transportation  and  things  and,  yet,  they 
are  encour-tering  these  kinds  of  issues.  And  if  we  were  bringing 
them  there,  you  know,  even  if  it  was  on  a  weekly  basis,  and  coordi- 
nating it  with  them. 

Let  me  ask  just  two  more  questions,  OK 

We  talked  about  Washington,  DC  today,  that  we've  had  12  direc- 
tors out  of  the  last  15  vears.  Is  that  a  similar  situation  in  all  the 
other  18  troubled  areas: 
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Ms.  GAFF^fEY.  I  think  that  is  more  severe. 

Mr.  MOMORELLA.  Pretty  much. 

Mrs.  Thurman.  Pretty  much. 

Mr.  MoMORELLA.  There  has  been  a  great  deal  of  turnover.  That's 
one  of  the  issues  we  mentioned,  probably  not  as  drastic  as  Wash- 
ington. 

Mr.  Peterson.  We  literally  couldn't  find  somebody  to  come  and 
testify  from  a  troubled  housing  agency  because  thev  are  all  either 
being  fired  or  have  just  been  fired — seriously — and  there  was  no- 
body could  find  to  come  and  talk  to  us,  that's  now  bad  it  is. 

Mrs.  Thurman.  Wonderful. 

The  last  question,  I'll  try  to  end  it  on  a  more  positive  note.  How 
many  housing  developments  do  we  have  in  this  country  all  totaled? 

Mr.  MOMORELLA.  There  are  over  3,000  agencies  housing — public 
housing  and  Indian  housing  agencies,  about  3,300.  They  administer 
about  1.3  million  units. 

Mrs.  Thurman.  And  so  what  we  are  really  concentrating  on  is  18 
of  those. 

And  just  to  follow  up  with  that,  maybe  more  for  thought  later  on. 
If  we  start  changing  procurement  and  we  start  doing  some  of  the 
things  that  are  being  suggested  here,  do  we  upset  them?  I  mean, 
are  we  going  to  change  a  system  because  some  people  can't  play  by 
the  rules  while  others  have  been  participating  and  have  done,  and 
have  been  successful?  I  mean,  3,000  to  18  is  really  a  very  small 
number  in  my  estimation  when  we  have  so  many  that  are  working. 
I  am  just  worried  what  we  do  to  the  rest  of  the  people. 

Ms.  Williams-Bridgers.  I  think  that  one  of  the  issues  that  we 
have  to  keep  in  mind  is  looking  at  how  the  private  housing  market 
works.  The  private  housing  market  has  recognized  that  vou  can't 
build  a  housing  program  that  responds  to  the  needs  of  all 
subhousing  markets  across  the  country. 

Similarly,  the  Federal  Government  cannot  construct  a  public 
housing  program  that  is  responsive  to  all  of  the  various 
submarkets  that  exist  from  east  coast  to  west  coast  and  central 
cities  in  rural  areas,  and  that's  essentially  what  we  have  today.  We 
have  one  housing  program  that  is  not  customized  to  the  needs  of 
the  cores  of  our  central  cities  that  just  in  our  lifetimes  we  have 
seen  change  dramatically  in  terms  of  the  crime,  the  violence,  and 
the  needs  of  the  residents  of  the  public  housing.  So  I  think  that  we 
need  to  pay  particular  attention  to  the  problems  that  these  large 
public  housing  authorities  are  experiencing  and  allow  for  some 
customization  of  a  program  that  fits  their  need. 

Mr.  Peterson.  And  beyond  that — you  know,  I've  met  with  my 
folks  at  home,  housing  authority  people,  who  are  all  doing  a  great 
job,  but  it's — to  some  extent,  in  spite  of  the  Federal  Government. 
And  so  what  I  am  saying  is  that  these — a  lot  of  these  housing  au- 
thorities that  are  doing  a  good  job  have  got  a  lot  of  complaints  and 
it  all  centers  around  all  this  bureaucracy  and  ridiculous  paperwork 
and  regulations  that  have  no  relationship  to  reality  that  are  put  on 
them  that  we're  making  them  go  through  and  they  are  wasting  re- 
sources and,  so,  you  know,  I  mean — so  they  are  literally  doing  this 
in  spite  of  the  fact  that  we're  causing  these  problems.  So  I  think 
we  have  to  be  sensitive  and,  hopefully,  we'll  come  up  with  some 
good  ideas  here. 
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Mr.  Shays,  I  apologize  for  taking  so  long. 

Mr.  Shays.  No,  that's  all  right.  I  like  being  able  to  pursue  the 
points. 

The  condition  we  have  in  our  local  public  housing  authorities  is 
scandalous.  Reading  GAO  reports,  reading  your  testimony — ^I 
wasn't  here,  but  I  had  the  opportunity  to  go  through  the  outline  of 
it — any  one  of  the  areas  is  enough  to  indict  the  system,  but  when 
you  add  them  all  together  it's  so  scandalous.  I'm  reminded  a  few 
years  ago  that  when  we  did  the  HUD  investigation  of  the  central 
office,  the  inspector  generals  were  able  to  show  us  documentation 
that  said,  we  told  you.  Well,  you've  told  Congress  on  more  than  one 
occasion,  and  I  view  it  as  a  number  of  different  problems. 

If  we  can't  get  our  public  housing  authorities  to  do  a  better  job, 
I  think  we  should  privatize  them.  I  am  totally  convinced  of  that. 
I  do  think  Congress  has  a  role  in  straightening  some  of  these  areas. 
For  instance,  we  changed  the  law  a  few  years  ago  to  say  that  you 
would  not  cap  30  percent  of  income.  In  other  words,  not  cap  it  at 
the  market  rate.  Why  should  someone  in  public  housing  pay  more 
than  the  market  rate  of  that  unit.  I  don't  understand  it. 

Why  would  we  have  policy  in  government  that  when  someone 
has  a  little  more  income  that  we  want  to  kick  them  out  of  public 
housing.  Why  do  we  just  want  to  have  the  poorest  of  the  poorest 
of  the  poor  be  in  public  housing.  I  mean,  we've  created  a  mess  that 
we're  now  having  to  deal  with.  For  example,  just  recently  a  public 
housing  authority  director  told  me  he  has  two  people  working  now 
who  live  in  public  housing.  They  both  have  decent  jobs.  Decent 
jobs — they  make  a  collective  amount  of  $35,000,  close  to  $40,000 
now.  But  they  are  going  to  stay  in  public  housing  even  though  they 
are  paying  30  percent  of  their  income.  Even  though  it  is  above  the 
market  rate  they  are  not  sure  they  are  both  going  to  have  jobs  next 
year,  and  want  to  make  sure  that  they  have  a  place  they  can  afford 
in  the  years  to  come.  They're  just  not  confident  about  their  future. 

The  whole  one-for-one  issue  was  a  concern  that  the  Reagan  ad- 
ministration was  going  to  accom.plish,  what  it  intended  to  do,  which 
was  eliminate  public  housing.  So  we  don't  have  to  be  rocket  sci- 
entists to  know  we  have  one  for  one  because  we  were  afraid  that 
the  administration  would  get  rid  of  public  housing. 

But  there  does  need  to  be  some  flexibility.  The  challenge  that 
we're  faced  with  in  Bridgeport  isn't  the  one-for-one  challenge,  it's 
that — ^it  relates  to  the  impacted  area.  We  have  public  housing  in 
Bridgeport — we  were  on  the  troubled  list.  I  believe  that  the  Bridge- 
port Public  Housing  Authority  is  now  one  of  the  best  in  the  coun- 
try. I  would  stand  by  it,  but  there  are  continual  pressures,  politi- 
cally, to  use  that  office  for  patronage.  I  have  on  more  than  one  oc- 
casion had  to  confront  elected  officials  to  say  your  people  are  mov- 
ing in  and  it  can't  be  done  and  I'm  going  to  go  directly  to  HUD  to 
expose  it,  and  I  have. 

But  you  give  me  a  good  honest  public  housing  authority  director. 
We're  giving  public  housing  authorities  enough  money — they're 
blowing  it,  they're  wasting  it.  It  is  criminal.  They  are  given  a  lot 
of  money  to  maintain  these  facilities,  but  they  are  being  run  so 
poorly.  Impacted  areas  is  a  challenge  for  us  because  in  Bridgeport 
we  have  scattered  site,  and  I'm  proud  of  what  the  housing  author- 
ity has  done  turning  whole  areas  around.   If  you  went  through 
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Bridgeport,  CT,  you  would  see  some  of  the  best  housing.  You'd  see 
an  /onerican  flag  and  a  plaque  and  it  is  owned  by  the  public  hous- 
ing authority.  They  maintain  it  well,  and  have  upgraded  neighbor- 
hoods. 

I  have  people  in  impacted  areas  saving,  please  put  public  housing 
in  this  area,  we  want  to  upgrade  the  neighborhood.  The  problem 
I  have  in  Bridgeport  is  that  in  the  nonimpacted  areas  it's  single- 
family  homes.  So  how  are  you  going  to  put  units  in  single-family 
homes  and  have  a  concentration.  You  can  buy  one  house  after  an- 
other, but  it  is  not  cost  effective. 

I'll  just  give  you  one  example  of  what  they've  done  in  Bridgeport. 
I  had  neighbors  who  didn't  want  public  housing  in  a  certain  area. 
It  was  a  turnkey,  it  was  a  condominium,  20  units.  It  was  a  nice 
facility,  and  I  went  to  the  neighbors  and  said,  the  public  housing 
authority  is  going  to  maintain  it  well  and  I  will  put  my  political 
career  on  the  line  that  they  will.  You  can  hold  me  accountable. 

About  2  months  later,  I  got  a  call  saying  when  is  it  going  to  hap- 
pen? I  called  the  public  housing  authority  up  and  they  said,  well, 
they've  been  there  for  5  weeks  and  the  public  housing  authority 
has  maintained  it  well.  So  I  would  submit  that  we  have  to  look  at 
the  impacted  area,  there  has  to  be  some  question  about  the  one  for 
one,  the  30  percent  market  rate  should  be  capped — 30  percent  of 
income  should  be  capped  at  the  market  rate.  We  shouldn't  be 
afraid  to  have  middle  income  people  live  in  public  housing  along 
with  poor  people,  and  lower  middle  income.  I  would  contend  one  of 
the  biggest  problems  we  have  is  incompetence  and  patronage.  I'm 
beginning  to  feel  the  only  way  you  get  around  that  is  some  cases 
is  just  to  give  it  to  the  private  sector  to  run. 

But  I  can  tell  you  this,  Congress  can  either  be  a  part  of  the  prob- 
lem or  a  part  of  the  solution.  If  we  don't  see  a  solution  to  this — 
in  other  words,  if  we're  not  able  to  come  forward  and  eliminate 
some  of  the  outrageous  things  that  are  happening,  then  we  don't 
deserve  to  be  in  charge. 

I  don't  usually  like  to  make  a  long  statement  like  this,  but  I 
would  like  to  know  specifically  your  feelings  about  capping  the 
market  rate  on  units  and  not  taking  30  percent  of  income  if  the  30 
percent  of  income  is  greater  than  the  market  rate.  That  would  be 
my  first  question  to  both  of  you. 

Ms.  Gaffney.  I  can  speak  and  let  Mr.  Momorella  speak  to  that. 
We  have  advocated  in  our  report  and  believe  that  measures  to  di- 
versify the  population  of  public  housing  to  the  extent  possible,  to 
allow  working  people  to  remain  in  public  housing,  that  those  kinds 
of  efforts  are  the  direction  that  we  should  be  moving. 

Mr.  Shays.  And  to  do  that  though,  don't  you  think  we  logically 
have  to  cap  it  at  30  percent — I  mean,  cap  it  at  the  market  rate? 
Why  should  someone  pay  more  than  the  market  rate? 

Ms.  Gaffney.  No,  I  agree  with  you.  I  don't  know  how  we  look 
at  this  issue 

Mr.  Peterson.  As  I  understand  it,  HUD's  proposal  is  going  to  in- 
clude capping  it,  I  think. 

Mr.  Shays.  You  mean  having  it  at  the  market  rate? 

Mr.  Peterson.  Right.  In  the  bill  that  they  are  putting  together, 
they  are  going  to  include  that,  and  we're  thinking  about  putting  it 
in  ours  too,  so,  hopefully,  we'll  get  at  that. 
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Ms.  WiLLiAMS-BRrocERS.  One  of  the  issues  that  you  raised  was 
about  an  18-month 

Mr.  Shays.  I  want  to  know  about  the  30  percent  first, 

Ms.  Williams-Bridgers.  The  30  percent  cap. 

Mr.  Shays.  You're  not  setting  policy.  I'm  just  wanting  to  know 
how  else  do  you  diversify.  Let  me  put  it  this  way.  Isn't  it  a  gigantic 
disincentive  for  someone  to  pay  30  percent  if  they  are  ending  up 
paying  more  than  the  market  rate  of  staying  in  public  housing? 

Ms.  Gaffney.  Yes,  yes,  yes. 

Ms.  Williams-Bridgers.  Yes,  I  would  agree. 

Mr.  Shays.  How  do  you  get  around  the  challenges  I  mean,  do  you 
also  agree  with  my  assessment  that  the  one  for  one  was  put  in  be- 
cause there  was  a  concern 

Ms.  Williams-Bridgers.  Absolutely. 

Mr.  Shays.  So  how  do  we  get  around  that?  How  do  we  get 
around  the  fear? 

Mr.  Peterson.  Reagan  is  gone. 

Mr.  Shays.  Pardon  me? 

Mr.  Peterson.  Reagan  is  gone. 

Mr.  Shays.  No,  no,  no.  Let  me  say  that  Ronald  Reagan  is  gone, 
but  it  was  the  Congress  that  was  here,  as  >vell,  that  allowed  it  to 
happen.  We  all  know,  whether  Republican  or  Democrat,  the  welfare 
State  is  dead.  We  don't  know  what  is  going  to  replace  it,  but  we 
know  12  year  olds  are  having  babies,  14  year  olds  selling  drugs,  16 
year  olds  killing  each  other,  18  year  olds  who  can't  read  their  diplo- 
mas is  the  legacy  of  the  welfare  State,  and  we've  got  to  find  a  solu- 
tion to  that,  and  it  is  not  more  of  the  same. 

So  whether  it  is  Ronald  Reagan  or  a  liberal  Congress,  it's  still 
going  to  see  major  changes.  What  is  the  solution,  though,  to  the 
one  for  one. 

Ms.  Williams-Bridgers.  I  think  one  of  the  solutions  is  looking 
for  alternative  replacement  options  rather  than  continuously  build- 
ing hard  units.  Assuming  that  there  is  available  affordable  housing 
in  the  neighborhoods,  we  should  use  a  strategy  such  as  section  8 
certificates,  which  is  portable  housing  assistance  that  that  will 
allow  the  tenants  the  freedom  to  choose  the  neighborhoods  in 
which  they'll  reside. 

Mr.  Shays.  I  will  just  end  with  this,  what's  the  solution  to  pa- 
tronage? Is  it  stronger  criminal  penalties?  Is  it — I  mean 

Ms.  Gaffney.  I  think  there  are — can  I  just 

Mr.  Shays.  Sure. 

Ms.  Gaffney.  First  of  all,  I  think  when  you  look  at  public  hous- 
ing, we  have  to  start  looking  at  instead  of  just  the  rules  and  regu- 
lations and  the  day-to-day  operations,  we  have  to  look  at  the  politi- 
cal issues  that  surround  public  housing,  and  how  the  patronage 
happens,  and  that  has  to  do  with  how  these  public  housing  authori- 
ties are  set  up  and  what  their  relationship  is  with  the  mayor's  of- 
fice, for  instance.  And  when  we  talk  about  a  multilevel  strategy 
and  commitment,  you  need  to  be  looking  at  those  things  as  well  as 
the  things  we  normally  look  at,  and  that  goes  to  HUD  intervenes 
also. 

I'd  like  to  tell  you  that  one  of  things — when  I  talked  before  about 
Operation  Safe  Home — and  I  know  this  is  beside  the  question — ^but 
the  Office  of  inspector  general  is  making  a  major  priority  of  fraud 
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in  public  housing  administration  because  we  consider  it  to  be  a 
very  pervasive  problem  and  it  is  a  pervasive  problem  that  gives 
public  housing  a  bad  name.  It  means  deteriorating  conditions  for 
public  housing  residents.  We  are  working  now  on  a  major  project 
with  the  FBI  on  a  major  series  of  fraud  cases  in  public  housing.  We 
are  doing  extra  probes.  It's  going  to  be  a  major  focus  of  everything 
we  do  over  the  next  3  years,  and  I  hope  that  if  we  advertise,  you 
know,  if  we  let  people  know  that  we  are  going  after  this  and  that 
we  have  successes  that  maybe  we  can  be  an  important  deterrent 
factor. 

Mr.  Shays.  Mr.  Chairman,  I  just  would  end  by  saying  that  I  sup- 
port what  you  are  trjang  to  do  about  dealing  with  this  challenge. 
I  think  that  the  contribution  that  was  made  in  the  past  was  focus- 
ing on  the  central  office,  but  whatever  problems  we  found  in  the 
central  office,  I  think  they  are  in  spades  in  the  local  housing  au- 
thorities. I  just  really  know  that  we've  got  to  do  a  lot  more  on  that, 
to  say  the  least,  so  I  am  happy  that  you  are  taking  the  resources 
of  the  committee  in  this  area. 

Mr.  Peterson.  Well,  thank  you. 

We  are  going  to  move  along.  We  want  to  thank  you  very  much 
for  being  with  us  and  providing  this  testimony  and  all  of  your 
work,  and  so  you  are  excused  until  the  next  time.  I'm  sure  this  is 
not  the  last  time  we'll  be  visiting  this. 

I  think  we  are  going  to — because  of  the  way  this  is  progressing 
here,  I'm  going  to  switch  around  the  order — we  have  the  Assistant 
Secretary  here  and  I  think  I'm  going  to  maybe  put  him  on  next, 
and  apologize  to  the  panel.  We'll  get  you  on  right  afterwards. 

But  as  long  as  the  Assistant  Secretary  is  here,  I  think  well  call 
him  now,  because  we  may  be  losing  some  other  members  and  I 
think 

Mr.  Shuldiner,  if  you  wouldn't  mind,  we  could  put  you  on  next. 

Well,  I  thank  you.  We  have  Joseph  Shuldiner,  the  Assistant  Sec- 
retary for  Public  and  Indian  Housing  at  HUD,  and  we  welcome  you 
to  the  committee.  We  appreciate  you  making  the  time  to  be  with 
us  today  and  I'm  sure  we're  going  to  have  some  questions  that  have 
been  raised  by  this  last  panel  that  maybe  you  will  make  clear  as 
you  make  your  statement. 

We,  as  you  are  aware,  the  custom  of  the  Grovernment  Operations 
Committee  hearings  is  to  swear  in  all  witnesses  so  we  don't  dis- 
criminate against  any  of  them,  so  I  assume  that  you  have  no  objec- 
tion to  being  sworn  in. 

Mr.  Shuldiner.  No,  sir. 

Mr.  Peterson.  If  you  would  please  rise  and  raise  your  right 
hand  and  swear  to  tell  the  truth,  the  whole  truth  and  nothing  but 
the  truth. 

[Witness  sworn.] 

Mr.  Shuldiner.  I  do. 

Mr.  Peterson.  Thank  you.  Be  seated. 

You're  written  statement,  as  you  are  aware,  will  be  entered  fully 
in  the  record,  so  I  ask  you  to  summarize,  however  you  want  to  pro- 
ceed. 

Again,  we  appreciate  very  much  you  being  with  un  and  we  look 
forward  to  working  with  you  on  all  these  challenges  that  we  have. 
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STATEMENT  OF  JOSEPH  SHULDINER,  ASSISTANT  SECRETARY 
FOR  PUBLIC  AND  INDIAN  HOUSING,  DEPARTMENT  OF  HOUS- 
ING AND  URBAN  DEVELOPMENT 

Mr.  Shuldiner.  Thank  you,  Mr.  Chairman,  members  of  the  com- 
mittee, I  appreciate  the  opportunity  to  be  here  today  and  I  do  ap- 
preciate the  fact  that  you  will  take  my  statement  into  the  record. 

Let  me  just  then  take  a  different  approach  and  talk  to  you  a  lit- 
tle about  now  the  Department  views  public  housing  and  what  kind 
of  general  actions  we're  taking  to  address  some  of  the  issues  that 
were  raised  by  the  earlier  panel. 

First  of  all,  the  mission  of  public  housing  is  a  very  simple  one. 
It  is  to  provide  safe,  decent,  affordable  housing  for  people  of  low  in- 
come. The  actions  of  HUD  in  the  past  have  generally  been  of  a 
monitoring  kind  where  we  watch  housing  authorities  and  what 
they  do,  and  we  send  them  direction  or  we  try  to  ascribe  blame 
when  things  go  wrong,  but  my  feeling  and  the  Department's  feeling 
in  this  new  approach  is  that  basically  it  is  the  housing  authorities 
that  carry  out  the  mission.  If  they  don't  provide  the  safe,  decent, 
affordable  housing,  HUD  doesn't  provide  it  in  their  absence. 

So  our  approach,  generally,  has  to  be  to  work  with  the  housing 
authorities  so  that  they  are,  in  fact,  more  successful  up  front,  rath- 
er than  having  to  deal  with  the  failures  after  the  fact.  And  what 
that  means  our  role  has  to  be  more  in  the  sense  of  providing  tech- 
nical assistance,  training,  resources  of  course,  clearinghouse  where 
we're  aware  of  things  that  other  authorities  have  tried  in  similar 
situations  and,  of  course,  lastly,  to  help  in  problem  solving. 

Ironically,  about  IV2  years  ago,  2  years  ago.  Price  Waterhouse 
did  a  study  of  our  activities  in  the  field,  public  and  Indian  housing 
and,  basically,  came  to  the  conclusion  that  given  the  resources  we 
had,  we  were  doing  too  much  to  be  all  things  to  all  people,  and  that 
what  we  really  needed  to  do  was  to  focus  on  what  they  could  call 
the  high-risk  authorities.  And,  again,  with  the  same  thing  that  I 
mentioned  before  that  we  have  to  have  much  more  at  stake  in  the 
result.  Because  of  this,  PIH  began  a  reorganization  process.  They 
did  a  pilot  in  Chicago.  We  reorganized  our  offices  so  that,  in  fact, 
we  would  have  our  work  force  be  in  teams  who  can  support  housing 
authorities  in  addressing — in  identifying  and  addressing  their  prob- 
lems. 

The  other  thing  that  we've  done  since  I've  come  on  board  is  to 
set  up  working  groups  with  the  industry,  with  residents,  with  legal 
services  to  review  all  the  regulations  that  you  hear  so  much  about. 
We  have  at  least  eight  or  nine  such  working  groups  that  are  re- 
viewing all  the  programs,  all  the  regulations  with  a  view  to  making 
them  more  simple  and  support  the  basic  mission  of  how  do  we  get 
the  job  done,  how  do  we  provide  that  housing.  For  example,  if  I 
may  share  with  you,  if  you  believe  that  we  should  be  focusing  our 
resources  on  the  more  troubled  housing  authorities,  we  would  nave 
to  redefine  what  our  relationship  is  with  the  better  performing  au- 
thorities. Their  complaints,  of  course,  are  that  we  hold  them  to  the 
same  standards  we  hold  the  people  who  have  been  proven 
nonperformers,  so  we  have  now  a  preliminary  report  that  has  come 
in  from  the  working  group  that  we  would  be  meeting  with  in  terms 
pf  what  our  relationship  should  be  with  high  performers. 
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The  other  thing  that  we've  done  in  addition  to  this  regulatory  re- 
view is  create  an  office  as  Congress  had  requested.  That  would  spe- 
cifically do  two  things,  administer  the  urban  revitalizing  dem- 
onstration program  or  HOPE-6,  which  is  designed  to  provide  a  dif- 
ferent approach,  a  very  comprehensive  approach  to  the  most  se- 
verely distressed  public  housing  in  the  United  States.  The  second 
thing  that  office  does  is  to  specifically  be  assigned  the  responsibil- 
ity for  working  with  troubled  authorities  to  improve  their  perform- 
ance. 

I  would  have  to  say  that  thus  far — and  I  noticed  John  White  in 
the  audience,  the  executive  director  from  the  Philadelphia  Housing 
Authority,  that's  the  area — the  housing  authority  that  we  have  fo- 
cused on  the  most.  And  I  think  it  represents  some  of  the  points 
that  we're  trying  to  achieve  in  working  with  housing  authorities. 
The  problem  as  we  saw  in  Philadelphia,  which  had  a  long  history 
of  poor  performance,  was  that  competency  couldn't  really  succeed 
because  there  wasn't  an  environment  to  allow  it  to  succeed.  It  was 
difficult  to  bring  in  professional  people  because  of  the  environment 
and  that  part  of  the  problem  was  the  city  didn't  seem  to  really  take 
responsibility  for  the  housing  authority. 

We  were  very  blessed  in  Philadelphia  to  be  working  with  a 
mayor  who  is  concerned,  who  is  acknowledged  and  is  clearly  a  very 
competent  person,  and  it  was  discussed,  I  think,  by  earlier  people, 
the  need  to  involve  the  communities  so  in  Philadelphia  what  we  oa- 
sically  did  is  we  declared  a  breach  of  the  ACC,  but  said  that  we 
would  forebear  or  forego  further  action  if,  as  it  turned  out,  two 
members  of  the  board  stepped  down  and  the  mayor  was  appointed 
chairman  of  the  housing  authority  and  the  president  of  the  city 
council  was  appointed  vice  chair  so  that  we  can  demonstrate  that 
the  city  was  going  to  take  responsibility  for  the  housing  authority. 

In  a  cooperative  effort,  we  have  provided  a  large  amount  of  tech- 
nical assistance,  both  personal  and  financial,  to  v  ork  with  Mr. 
White,  his  staff  and  the  board,  to  begin  to  address  some  of  the 
deep-seeded  problems  that  have  existed  in  Philadelphia. 

I'm  pleased  to  say  that  as  of  this  point,  they  have  put  together 
an  extremely  comprehensive  2-year  plan  and  they  are,  in  fact, 
meeting  the  milestones  that  are  in  that  plan.  They  have  certainly 
improved  their  communication  with  residents.  They  are  beginning 
to  award  contracts,  move  money,  move  development  projects,  begin 
to  address  vacant  apartments.  A  very  difficult  thing,  they  held  the 
public  hearings  and  went  through  the  process  of  changing  the  lease 
to  make  it  tougher.  So  we're  very  pleased  with  that. 

Lastly,  of  course,  is  our  legislative  package,  what  we  can  do  to 
change  legislation.  Some  of  our  legislation  will  address  some  of  the 
issues  I  heard  mentioned  before.  I  am,  unfortunately,  not  at  liberty 
to  discuss  much  of  the  package  since  it  has  not  yet  gone  to  0MB 
and  received  clearance,  but  I  can  discuss  some  of  the  things  that 
were  in  our  bills  last  year  that  we  believe  go  to  the  issue. 

I  am  sorry  Congressman  Shays  isn't  here 

Mr.  Peterson.  He  is  going  to  be  right  back. 

Mr.  Shuldiner.  Oh,  OK,  so  I'll  wait. 

I'll  mention  another  bill  first.  I'll  speak  specifically  about  the  is- 
sues of  one-for-one  replacement  and  the  like,  but  the  real — there's 
two  issues  with  one-for-one  replacement.  I  think  when  we  were 


144 

[Recess  taken.] 

Mr.  Peterson.  We  are  once  again  recording  here,  so  we  can  call 
the  subcommittee  back  to  order,  and  we'll  try  it  again. 

Mr.  Shuldiner.  OK.  Thank  you. 

I  appreciate  the  additional  time  you  gave  me  to  collect  myself. 
[Laughter.] 

I  just  was  going  to  talk  about  some  of  the  issues  I  understood 
were  in  question  prior  to  the  hearings  and  then,  if  you  would  like, 
I  can  go  over  some  of  the  issues  that  were  discussedf  with  the  prior 
panel. 

There  were  two  issues  involving  one-for-one  replacement.  Now, 
in  general,  I  think  the  Department  supports  the  concept  of  one-for- 
one  replacement,  which  is  that  there  are  1.4  units  of  public  hous- 
ing— 1.4  million  units  of  public  housing  in  the  United  States  and 
the  waiting  lists  exceed  1  million  families  and  they  would  be  larger 
if  it  werent  for  the  fact  that  some  housing  authorities  have  closed 
their  waiting  lists. 

So  there  is  a  general  understanding  that  in  most  of  the  Nation, 
we  need  more  public  housing,  not  less.  I  think  the  issue  on  one- 
for-one  replacement  is,  of  course,  the  flexibility  to  make  decisions 
on  a  case-by-case  basis. 

Even  going  that  far,  it  raises  two  other  questions.  First  is,  the 
Department  itself  has,  in  fact,  agreed — I  shouldn't  say  agreed — ^we 
now  believe  that  we  can  implement  a  fix  that  Congress  gave  us  2 
years  ago,  which  would  allow,  in  certain  circumstances,  that  the 
units  that  are  replaced,  up  to  50  percent  of  them,  when  the  demoli- 
tion is  ever  200  units,  would  be  section  8. 

The  second  question  is  one  of  money.  Part  of  the  reason  that  the 
one-for-one  replacement  requirement  is  so  difficult  to  overcome  is 
that  at  present  the  only  moneys  available  to  provide  this  one-for- 
one  replacement  is  out  of  the  development  program  and  that  pro- 
gram is  not  particularly  well-funded  and  has  many  competing 
needs. 

One  of  the  legislative  proposals  that  we  introduced  last  year  was 
to  allow  housing  authorities  to  use  their  modernization  money  for 
demolition  and  replacement,  and  let  me  tell  you  what  we  mean  by 
that.  And  without — I  don't  have  prior  approval  of  the  Philadelphia 
Housing  Authority  or  the  Baltimore  Housing  Authority,  but  I  kind 
of  look  at  their  dilemma.  They  have  some  50-year-old  highrises 
that  they  can  get  financing  for,  money  fi-om  us  to  modernize,  but 
they  really  question  whether  they  should  be  putting  more  mod- 
ernization into  highrises  that  when  they  are  done  modernizing  it 
will  still  be  50  years  old,  will  still  be  highrises  and  still  may  not 
be  providing  the  kinds  of  environment  that  we  think  are  appro- 
priate in  this  day  and  age,  but  they  cannot  use  the  money  for  any- 
thing other  than  modernization.  They  either  have  to  give  the 
money  back  or  modernize  those  units.  So,  obviously,  they  choose  to 
modernize  it  because,  at  least,  it  will  be  somewhat  better. 

What  we  propose  in  our  legislation  is  that  they  could  use  the 
modernization  money  for  rehab,  as  they  wish,  partial  demolition 
and  replacement,  or  total  demolition  ana  replacement  so  that  they 
can,  in  fact,  on  a  local  level  fashion  a  remedy  that  will  result  in 
a  better  living  environment.  So  we  believe  tnat  that  is  a  strong 
component  to  making  one-for-one  replacement  feasible. 
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Other  things  that  we're  looking  to  in  general  course,  the  ceiling 
rents  was  mentioned.  As  you  know,  Mr.  Chairman,  the  Department 
introduced  legislation  last  year  on  the  concept  of  rent  reform.  We 
had  two  major  pieces,  the  first  was  an  18  month  disregard  of  in- 
come, which  basically  means  that  people  who  were  unemployed  for 
a  year  who  get  a  joD,  that  earned  income  would  not  count  to  in- 
crease their  rent  for  18  months. 

The  Senate,  when  it  reviewed  the  legislation  and  enacted  it, 
placed  amendments  on  it  that  would  allow  that  to  be  phased  in 
even  at  the  end  of  18  months,  which  we  do  not  oppose.  And  then 
the  second  piece  was  the  so-called  ceiling  rents,  where  there  are 
ceiling  rents  now,  but  they  are  very  limited  and  restricted  to  three 
categories.  And,  in  fact,  Atlanta,  which  implemented  ceiling  rents 
last  summer,  12,000  units,  only  100  families  benefited  from  it,  less 
than  1  percent  of  the  units. 

Again,  our  proposal  was  extremely  liberal,  hard  to  define  a  more 
liberal  proposal  since  all  it  basically  says  is  that  ceiling  rent  can 
be  any  reasonable  rate  as  set  by  the  Secretary.  That  gives  us  maxi- 
mum flexibility  to  try  to  respond  to  local  needs  and  good  ideas. 
The — ^in  response  to  Congress  Shays,  though,  one  issue  has  to  be 
understood  in  the  sense  that  authorizing  legislation  is  not  suffi- 
cient. There  is  cost,  at  least  a  short-term  cost  to  ceiling  rents. 
Rents  will  go  down  and,  as  a  result,  subsidies  would  have  to  rise 
so  that,  for  example,  the  Affordable  Housing  Act  a  couple  of  years 
ago,  it  gave  a  10  percent  earned  income  credit  for  people  in  public 
housing,  but  it  was  subject  to  appropriations.  So  it  has  never  really 
been  implemented. 

We  are  looking  at  ways  to  implement  these  laws  if  they  are  en- 
acted without  such  appropriation.  So  we  are  looking  at  that.  In 
general,  our  legislation  will  try  to  balance  what  we  see  as  two  very 
real  tensions,  and  I  think  your  committee  expressed  them  in  their 
questioning. 

On  the  one  hand,  we  recognize  the  need  to  be  flexible  on  the  local 
level  and  support  local  initiatives  and  get  by  and  be  more  respon- 
sive. On  the  other  hand,  we  have  a  responsibility  to,  in  fact,  over- 
see and  make  sure  that  the  programs  are  running  effectively  and 
that  the  missions  are  achieved.  So  that,  obviously,  is  a  dynamic 
tension  that  we  have  to  balance  what  we  do  between. 

Congressman  Shays,  if  I  may,  I  just  mentioned  that  the  Depart- 
ment had  submitted  two  bills  in  support  of  rent  reform  that  passed 
the  Senate— Senate  1299  last  year.  One  was  an  18-month  dis- 
regard, which  basically  means  somebody  who  is  unemployed  who 
gets  a  job  that  income  would  not  count  toward  rent  computation  for 
18  month. 

And  then  the  second,  which  was  a  ceiling  rent,  which  would,  in 
fact,  let  us  set  a  ceiling  rate  rent  at  any  reasonable  rate  as  set  by 
the  Secretary.  So  it  would  give  us  maximum  flexibility.  The  issue 
will  still  be  that  in  the  short  run,  there  is  a  financial  nit,  rents  go 
down  and  then,  you  know,  unlikely  that  there  will  be  subsidy  to 
make  up  that  loss.  So  it's  really — that  is  a  separate  issue. 

[The  prepared  statement  of  Mr.  Shuldiner  follows:] 
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Mr.  Chairmen,  I  want  to  thank  you  and  the  members  of  your 
Subcommittees  for  the  invitation  to  testify  before  you  this 
morning.   I  welcome  the  opportunity  to  discuss  the  management  of 
troubled  public  housing  authorities  (PHAs) ,  as  well  as  the 
opportunity  to  reflect  on  some  of  the  barriers  in  current 
policies  which  deter  the  development  of  new  public  housing.   We 
at  the  Department  of  Housing  and  Urban  Development  (HUD)  are 
committed  to  rectifying  problems  in  both  of  these  critical  areas. 

Improving  the  Management  of  Troubled  Public  Housing  Authorities 

Before  discussing  the  present  situation  with  respect  to 
troubled  housing  authorities,  I  would  like  to  briefly  visit  the 
historical  developments  which  caused  certain  housing  authorities 
to  become  classified  as  troubled. 

Over  the  past  quarter  of  a  century,  various  economic  and 
social  forces  arose  which  increased  strains  on  the  management  of 
PHAs  throughout  the  country.   For  starters,  population  growth  and 
increased  funding  for  public  housing  development  led  to  a 
dramatic  increase  in  the  nation's  public  housing  inventory.   PHAs 
in  large  metropolitan  areas  began  to  construct  high  rise 
developments  and  sprawling  monoliths  to  accommodate  the  growing 
ranks  of  needy  feunilies.   At  the  same  time,  many  existing 
developments  had  aged  considerably,  thereby  increasing 
maintenance  costs.   PHAs  were  forced  to  charge  residents  higher 
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rents  to  cover  their  increased  costs  of  operation.   As  a  result, 
fewer  poor  families  could  afford  to  live  in  public  housing 
developments . 

In  an  effort  to  provide  rent  relief  for  public  housing 
residents.  Congress  passed  the  Brooke  Amendment  in  1969.   This 
statute  limited  the  rent  charged  to  public  housing  residents  to 
no  more  than  25%  (later  increased  to  30%)  of  their  income. 
Though  well  intentioned,  this  action  made  it  extremely  difficult 
for  PHAs  to  effectively  manage  their  public  housing  stock.   At  a 
time  when  operating  costs  were  increasing  dramatically,  PHA 
management  was  limited  by  federal  law  in  what  it  could  collect  to 
cover  these  costs.   By  1974,  the  federal  government  had  to  make 
up  for  the  funding  shortfall  by  providing  operating  subsidies  to 
housing  authorities  on  a  formula  basis,  although  by  the  time 
these  subsidies  were  institutionalized  many  large  housing 
authorities  had  depleted  their  operating  reserves  and  had  begun 
to  defer  maintenance  due  to  lack  of  funding. 

During  this  same  period,  the  demographics  of  public  housing 
were  radically  changing.   Many  working  families  left  public 
housing  rather  than  pay  rent  increases  mandated  by  the  Brooke 
Amendment.   Single  female-headed  households  increased 
significantly,  as  did  the  number  of  children  born  to  teenage 
mothers .   And  the  twin  scourges  of  crime  and  drug  abuse  began  to 
engulf  public  housing  to  a  degree  disproportionate  to  the  rest  of 
society.   As  a  result  of  these  social  forces,  it  became  necessary 
for  PHAs  to  improve  their  management  systems  and  expand  their 
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role  beyond  traditional  property  management.   Unfortunately,  some 
housing  authorities  were  unable  to  successfully  make  this 
transition,  and  remain  to  this  day  on  HUD's  list  of  troubled 
housing  authorities. 

As  of  January  24,  1994,  HUD  designated  105  PHAs  as  being 
"overall  troubled  agencies".   The  term  "overall  troubled  agency" 
means  that  a  PHA's  overall  average  score  under  the  Public  Housing 
Management  Assessment  Program  (PHMAP)  fell  below  60  points  on  a 
100  point  scale.   Besides  the  "overall"  troubled  group,  an 
additional  4  3  PHAs  are  considered  "mod-troubled".   These  PHAs 
scored  lower  than  60%  on  the  modernization  indicator  portion  of 
their  PHMAP  score.   Thus,  there  are  a  total  of  148  PHAs  which  are 
presently  classified  by  HUD  as  "troubled"  (either  "overall 
troubled"  or  "mod-troubled" ) . 

It  is  important  to  note  that  the  number  of  troubled  PHAs 
represents  less  than  4.5%  of  the  total  number  of  PHAs  currently 
in  operation  across  the  country.   However,  the  inventory  managed 
by  troubled  PHAs  constitutes  255,569  dwelling  units,  or  about  2  0% 
of  the  national  public  housing  stock.   While  it  is  not  accurate 
to  assume  that  all  such  units  are  coironensurately  distressed,  it 
is  fair  to  say  that  without  some  systematic  changes  to  improve 
troubled  agency  performance  and  compliance,  their  condition  is  at 
risk. 

A  closer  look  at  the  breakdown  of  troubled  PHAs  shows  that 
roughly  84%  of  these  agencies  have  inventories  of  less  than  1,000 
units.   Their  total  housing  stock  constitutes  only  15%  of  the 
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total  for  troubled  agencies,  and  roughly  3%  of  the  entire  public 
housing  stock  nationwide.   By  contrast,  the  ten  largest  troubled 
agencies  manage  191,952  dwelling  units,  or  about  75%  of  the  total 
at-risk  inventory.   These  ten  agencies  combined  received 
approximately  20%  of  HUD's  nationwide  total  of  operating 
subsidies  in  FY  1993.   In  view  of  these  statistics,  and  in  view 
of  limited  federal  resources,  the  major  focus  for  HUD 
intervention  has  been  on  the  largest  troubled  housing 
authorities. 

In  addition  to  the  largest  troubled  housing  authorities,  HUD 
will  also  concentrate  on  designated  PHAs  whose  PHMAP  scores  are 
within  5  points  of  a  non-troubled  status.   As  of  February  17, 
1994,  there  were  51  PHAs  (about  48%)  among  those  designated  as 
"overall"  troubled  that  fit  into  this  category.   Options  to 
reduce  troubled  performance  among  this  group  being  planned 
include  remedial  training  on  how  to  prepare  for  the  PHMAP 
assessment,  the  provision  of  strategic  planning  technical 
assistance,  and  improved  procedures  for  resolving  score 
grievances.   The  Department  has  already  solicited  an  independent 
contractor  that  will  be  used  to  perform  this  year's  PHMAP 
assessments  for  existing  troubled  agencies,  and  announcement  of 
the  selection  will  be  made  shortly.   This  contractor  will  also 
consult  with  HUD  in  the  preparation  of  follow-up  corrective 
plans. 

HUD  is  also  concerned  about  the  140  non-troubled  PHAs  which 
are  statistically  within  5  points  of  obtaining  an  "overall" 
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troubled  designation.   It  is  both  reasonable  and  prudent  for  the 
Department  to  target  these  not  yet  troubled  (and  perhaps  formerly 
troubled)  PHAs  as  the  focus  of  HUD's  trouble  prevention  strategy. 
In  cautiously  charting  recovery  and  preventive  policy  direction 
from  the  implications  of  PHMAP  information,  the  Department  also 
recognizes  that  PHMAP  statistics  alone  do  not  reveal  the  causes 
that  produce  a  PHA's  strengths  and  weaknesses.  It  must  be 
stressed  that  PHMAP  scores,  like  vital  statistics,  are  at  best 
symptom  gauges . 

With  this  in  mind,  the  Office  of  Public  and  Indian  Housing 
(PIH)  has  taken  a  fundamentally  different  approach  to  preventing 
and  transforming  the  troubled  condition  and  performance  of  PHAs. 
We  recently  established  an  Office  of  Severely  Distressed  and 
Troubled  Housing  Recovery  at  HUD  Headquarters.   Among  this 
Office's  principal  goals  in  servicing  troubled  agencies  are:  1) 
establishing  working  cooperative  partnerships  between  HUD,  the 
PHA,  Resident  leadership,  and  the  larger  community;  2)  providing 
PHA  staff  with  training  and  technical  assistance;  including 
strategic  planning  support  and  peer-to-peer  mentoring;  and  3) 
accelerating  progress  through  the  use  of  pilot  programs  and 
arbitration  to  effectuate  project-based  budgeting,  management  and 
maintenance . 

The  Office  of  Severely  Distressed  and  Troubled  Housing 
Recovery  is  also  in  the  process  of  organizing  an  outstationed 
staff  to  be  deployed  from  HUD's  Municipal  and  State  Field  Offices 
for  managing  troubled  agency  prevention  and  recovery  strategies 
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that  are  part  of  executed  corrective  agreements  with  PHAs. 
Within  this  Office,  a  smaller  Headquarters  staff  will  interact  on 
a  cross-cutting  basis  with  PIH  program  and  regulatory  offices,  as 
well  as  with  outstationed  Field  staff,  in  unifying  and  directing 
the  Department's  role,  synthesizing  training  and  TA  resources, 
tracking  PHMAP  and  vacancy  reduction  results,  coordinating  the 
implementation  of  corrective  plans,  and  monitoring  progress  on  a 
national  basis. 

To  better  perform  these  tasks,  HUD  field  offices  are  being 
structured  along  five  functional  areas  which  we  feel  are  critical 
success  areas  for  a  housing  authority:   1)  organization, 
management  and  personnel;  2)  community  relations  and  involvement; 
3)  financial  management;  4)  facilities  management;  and  5) 
marketing  and  lease  management.   HUD  staff,  along  with 
representatives  from  the  housing  industry,  have  already  begun  a 
comprehensive  review  of  all  regulations  and  related  issuances 
within  these  functional  areas.   The  goal  of  this  exercise  is  to 
provide  regulatory  relief  and  greater  flexibility  for  housing 
authorities. 

In  the  larger  context  of  PIH's  field  reorganization,  this 
functional  structure  will  be  employed  to  allow  HUD  field 
resources  to  be  better  targeted  to  assisting  housing  authorities 
in  performing  their  critical  functions.   This  philosophy  supports 
that  of  James  Stockard,  Special  Master  appointed  to  the  District 
of  Columbia  Department  of  Public  and  Assisted  Housing.   In  a 
recent  report,  Mr.  Stockard  stressed  that  housing  authorities 
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need  well  qualified  leadership,  strong  staff,  appropriate 
systems,  and  an  overall  context  of  professionalism  in  order  to 
function  effectively. 

Our  efforts  are  already  starting  to  pay  off  in  the  field. 
In  Philadelphia,  for  example,  HUD  and  the  Philadelphia  Housing 
Authority  (PHA)  entered  into  a  partnership  for  the  purpose  of 
turning  around  that  distressed  agency.   The  PHA  developed  a  two 
year  "corrective  action  plan"  setting  forth  how  they  intend  to 
address  their  management  deficiencies,  and  HUD  in  turn  promised 
to  provide  technical  assistance  to  help  them  reach  their  goals. 
The  PHA  has  begun  to  shown  improvement  in  their  management 
capabilities,  specifically  in  the  areas  of  maintenance,  vacancy 
reduction  and  resident  relations.   Much  of  these  advances  can  be 
linked  to  the  technical  assistance  provided  by  "recovery  teams" 
organized  by  HUD  to  provide  guidance  to  the  PHA.   We  are 
encouraged  by  the  early  successes  in  Philadelphia,  and  feel  it 
can  serve  as  the  model  for  future  on-site  intervention  efforts. 
At  Headquarters,  we  are  continuing  to  implement  innovative 
programs  which  will  help  PHAs  address  the  primary  causes  of  their 
management  deficiencies .   Under  the  Urban  Revitalization 
Demonstration  (URD)  Program,  we  have  allocated  $1.1  billion  in 
grant  money  for  large  PHAs  to  turn  around  their  most  distressed 
developments.   The  activities  in  this  program  include  funding  of 
the  costs  of  modernization,  replacement  housing,  management 
improvements,  community  service  programs  and  supportive  services 
at  these  developments.   We  have  also  begun  to  administer  the 
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Vacancy  Reduction  Program.   In  FY  1994,  this  program  will  provide 
over  $200  million  in  grants  to  eligible  PHAs  to  undertake  low- 
cost  rehabilitation  of  vacant  public  housing  units  and  to 
implement  management  improvements  necessary  to  achieve  and 
maintain  a  high  level  of  occupancy. 

Apart  from  these  existing  programs,  last  year  the  Department 
submitted  four  key  legislative  proposals  to  Congress  which 
directly  impact  on  a  PHA's  management  capabilities: 

1)  18  Month  Disallowance  of  Earned  Income  —  For  public 
housing  residents  who  get  a  job  after  having  been  out 
of  work  for  at  least  one  year,  HUD  would  exclude  for  a 
period  of  18  months  any  increased  rent  they  would  be 
required  to  pay  due  to  their  additional  income. 

2)  Revised  Ceiling  Rents  —  For  all  public  housing 
residents,  we  seek  to  establish  a  rent  ceiling  that 
will  be  lower  than  the  current  standard  based  on  30%  of 
household  income.   The  new  ceiling  would  be  determined 
by  the  reasonable  rental  value  of  the  unit  as  a 
percentage  of  the  fair  market  rent  in  the  area.   Like 
the  18  month  disallowance,  this  rent  reform  proposal 
has  two  major  benefits:   it  will  help  increase  the 
income  base  on  which  PHAs  are  able  to  collect  rents, 
and  it  will  encourage  self  sufficiency  among  public 
housing  residents. 

3)  Community  Partnership  Against  Crime  (COMPAC)  —  This 
proposal  will  expand  the  Public  Housing  Drug 
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Elimination  Program  to  cover  all  types  of  criminal 
activity,  not  just  drug-related  crime.   We  seek  to 
broaden  the  program  by  including  community  policing, 
youth  recreation  and  sports  programs,  anti-gang 
activities,  resident  participation  and  services,  and 
improved  security  equipment  and  retrofitting  of 
buildings  among  eligible  activities. 
4)    Replacement  Housing  Provisions  —  A  proposal  which  the 
Department  supports  but  which  was  not  included  in  the 
final  Senate  bill  that  would  authorize  the  use  of 
Comprehensive  Grant  program  funds  for  replacement 
housing  by  severely  distressed  public  housing  agencies. 
These  legislative  initiatives,  along  with  the  progrcims  and 
strategies  PIH  has  begun  implementing  under  Secretary  Cisneros, 
represent  HUD's  best  tools  for  combatting  the  cumulative  social 
and  economic  forces  which  have  prevented  many  PHAs  from  being 
able  to  effectively  manage  their  public  housing  stock. 

Alleviating  Barriers  to  Demolish  and  Develop  Wew  Public  Housing 

Up  until  now,  I  have  been  testifying  about  the  management  of 
troubled  housing  authorities.   I  would  like  to  change  the  focus 
of  this  discussion,  however,  to  address  difficulties  that  even 
the  most  well-managed  PHAs  encounter  when  they  attempt  to 
demolish  distressed  public  housing  units  and  replace  them  with 
new  developments. 
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While  most  public  housing  is  well-maintained  and  generally 
indistinguishable  from  other  rental  housing  in  the  communities 
where  it  is  located,  we  have,  among  the  10,000  or  so  developments 
nationwide,  some  that  are  in  desperate  need  of  major  changes. 
These  highly  visible  housing  developments  are  the  home  of 
seemingly  intractable  living  conditions.   Modernization  alone 
cannot  turn  around  these  severely  distressed  developments.   PHAs 
need  to  be  provided  with  greater  freedom  to  demolish  these 
buildings  and  replace  them  with  more  livable  environments. 

To  this  end,  HUD  supports  provisions  in  S.  1299,  introduced 
last  Fall,  which  would  permit  replacement  housing  outside  the 
jurisdiction  of  the  PHA.   Presently,  federal  law  restricts  the 
location  of  replacement  units  to  the  PHA's  jurisdiction.   S,  1299 
would  allow  PHAs  to  locate  some  or  all  of  the  replacement  units 
outside  of  their  jurisdiction,  but  within  the  same  housing  market 
area,  in  certain  circumstances.   For  core-city  PHAs,  this  might 
solve  the  problem  of  the  unavailability  of  suitable  replacement 
sites  within  their  jurisdictions.   It  would  also  allow  adjoining 
communities  to  cooperate  in  a  way  that  best  serves  the  interests 
of  the  poor  and  might  help  to  open  up  housing  opportunities  in 
adjacent  areas  where  the  employment  picture  is  favorable. 

In  addition  to  the  above  proposals,  HUD  is  exeunining  ways  to 
modify  existing  site  and  neighborhood  standards .   Finding 
suitable  replacement  sites  has  often  been  hindered  by  the  site 
and  neighborhood  standards,  which  prohibit  developing  public 
housing  in  areas  "impacted"  by  a  high  concentration  of  minority 
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or  low  income  residents.   The  intent  of  these  standards  is  to 
enhance  housing  choice,  but  in  too  many  cases  they  act  as 
impediments  to  reinvestment  in  low-income  and  minority 
communities. 

HUD  recognizes  the  difficulties  and  delays  caused  by  the 
current  site  and  neighborhood  approach.   HUD  is  in  the  process  of 
examining  its  policy  of  site  and  neighborhood  standards  and 
contemplating  an  approach  which  favors  broad  fair  housing 
planning  requirements  as  a  means  for  assessing  communities '  fair 
housing  performance.   This  would  represent  a  positive  strategic 
approach  to  site  and  neighborhood  standards  that  expands 
opportunities  for  poor  and  minority  households,  rather  than  the 
current  approach  in  which  HUD  examines  locations  on  a  case-by- 
case  basis. 

With  specific  regard  to  the  URD  Program,  grantees  are 
required  to  develop  comprehensive  strategies  that  address  not 
only  the  physical  and  management  needs  of  the  projects 
themselves,  but  the  social  and  economic  needs  of  the  surrounding 
community.   HUD  is  currently  working  aggressively  with  the  first 
two  rounds  of  URD  grantees  to  ensure  that  their  strategies  expand 
assisted  housing  opportunities  in  non-poor  and  non-minority 
neighborhoods,  and  ensure  meaningful  neighborhood  reinvestment  in 
distressed  communities.   These  efforts  are  reflective  of  the 
Department's  commitment  to  providing  PHAs  with  the  flexibility 
necessary  to  make  public  housing  communities  more  stable  and 
livable. 
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Mr.  Chairmen,  that  completes  my  statement.  I  will  be  happy 
to  answer  any  questions  you  and  the  members  of  the  Subcommittees 
may  have. 
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Mr.  Shays.  Could  I  just  respond  to  that  or  would  you  like  me  to 
wait?  What  would  you  like? 

Mr.  Peterson.  I  have  a  bunch  of  questions  about  it,  too. 

Mr.  Shays.  Sure. 

Mr.  Shuldiner.  Well,  perhaps,  I  should  stop  there  and  let  you 
ask  the  questions,  if  I  may. 

Mr.  Peterson.  What  is  the  timetable  for  this  year's  legislation? 
It  hasn't  gone  to  0MB.  When  do  you  expect  to  have  it  up  there? 

Mr.  Shuldiner.  I  understood  today  was  the  last  day  that  the 
material  would  be  sent  to  0MB.  It  is  my  understanding  that  we 
are  still  planning  on  submitting  the  packages  to  Congress  the  week 
of  April  11. 

Mr.  Peterson.  So  you  are  going  to  be  through  0MB  by  then? 
That  seems  like  a  pretty  ambitious  schedule. 

Mr.  Shuldiner.  That  is  the  timeframe  that  the  program  people 
have  been  asked  to  comply  with.  Of  course,  much  of  our  stiiff  has 
been  at  0MB  for  a  while,  so  it  is  just  additional  items  that  are 
being  sent  over  today.  But  they  have  been  very  cooperative  and 
have  indicated  that  they  will  respond  to  us  within  a  week  or  two. 

Mr.  Peterson.  So  you  are  hoping  to  have  it  over  here  April  11? 

Mr.  Shuldiner.  The  week  of. 

Mr.  Peterson.  And  you  can't  speak  to  all  the  specifics,  but  ap- 
parently it  is  going  to  address  a  number  of  these  issues? 

Mr.  Shuldiner.  Yes,  sir. 

Again,  on  the  one  hand  to  support  housing  authorities  being 
more  flexible  and  more  innovative,  and  much  more  the — we're  con- 
cerned with  what  the  result  is  and  a  little  bit  less  with  what  the 
process  is  and  how  we  can  get  there.  And,  as  I  said,  an  example 
of  it  was  the  piece  that  we  had  introduced  last  year,  but  had  not 
been  adopted  oy  the  Senate,  the  use  of  comp  mod  more  flexibly — 
comprehensive  modernization  grant  moneys  more  flexibly. 

Mr.  Peterson.  The  bill  last  year  in  the  Senate,  as  I  understand 
it,  had  a  provision  which  would  allow  the  renovation  money  to  be 
used  for  new  construction  and  it  was  taken  out;  is  that  correct? 

Mr.  Shuldiner.  Yes. 

Mr.  Peterson.  Why  did  that  happen?  How  did  it  get  in  there 
and  why  was  it  taken  out? 

Mr.  Shuldiner.  Well,  again,  I  think  we're  talking  about  what  I 
just  mentioned.  The  new  construction  would  only  be  for  that  spe- 
cific development.  In  other  words,  if  you  had  modernization  money 
for  that  development,  you  could  choose  to  modernize  it  or  to  par- 
tially demolish  it  and  replace  the  units  or  to  totally  demolish  and 
replace  the  units.  So  only  in  that  circumstance  would  moderniza- 
tion be  money  used  for  reconstruction.  It  would  be  for  reconstruc- 
tion of  the  units  in  that  specific  development  that  you  took  down. 
It  would  not  be  necessarily — it  would  not  be  in  lieu  of  new  develop- 
ment in  that  regard.  It  wouldn't  be  incremental  units. 

I  believe  it  was  taken  out  because  of  the  timeframe  and  that  the 
Senate  wanted  to  look  at  things  that  they  knew  there  was  wide- 
spread support  for  and  would  not  be  "controversial."  And  then  since 
this  was  something  new,  there  was — and  something  that  we  had 
not  been  seeking— 4iad  not  had  time  to  rally  support  from  the  in- 
dustry for,  we  weren't  able — as  in  ceiling  rents,  we  weren't  able  to 
go  in  and  show  that  we  had  strong  support  from  all  areas  of  the 
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program  for  it.  So  they  just  went  with  those  items  that  had  such 
widespread  appeal. 

Mr.  Peterson.  But,  generally,  you  support  the  concept  of  allow- 
ing them  the  flexibility  on  the  response? 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Peterson.  And  I  don't  believe  you  were  here,  but  I  had 
talked  about — ^how  would  you  feel  about  if  we  just  abolished  the 
one-for-one  rule?  I'm  not  sure  that  we  can  get  Congress  to  agree 
with  that,  but  say  that  we  could. 

Mr.  Shuldiner.  Again,  I  go  back  to  the  original  issue  that  there 
isn't  enough  housing  assistance  for  low-income  people.  As  I  said, 
for  me  the  mission  is  to  provide  safe,  decent,  affordable  housing. 
We  need  to  have  a  way  to  house  people. 

Mr.  Peterson.  I  understand  that.  But  I'm  not  sure  the  one-for- 
one  replacement  rule  is  accomplishing  any  of  that.  I  mean,  here  we 
are  again  trying  to  repeal  economics  and,  you  know,  the  real  prob- 
lem is,  as  you  say,  the  resources  aren't  there.  There's  a  lot  of  other 
things  involved  in  here  including  the  Tax  Reform  Act  and  a  lot  of 
other  things,  you  know. 

Mr.  Shuldiner.  Again,  I  don't  disagree  with  you  philosophically, 
I  would  be  concernecf  with  the  perception  that  it  was  stepping — you 
know,  it  was  not — ^it  was  a  precondition  to  not  meeting  the  commit- 
ment to  provide  as  much  housing  for  low-income  people  as  we  can. 

Again,  HUD  itself  was  not  very  helpful  in  its  own  interpretation 
of  the  flexibility  that  Congress  did  give  us.  We  believe  we've  turned 
that  around  and  the  real  issue  is  money.  Of  course,  there's  not 
enough  money  to  replace  all  the  housing  that  needs  replacement. 
I  believe  it  would  be  much  less  of  a  problem  if  we  were  more  flexi- 
ble in  the  demolition  disposition  requests  and  housing  authorities  | 
were  able  to  use  their  modernization  moneys  to  demolish  and  re- 
place. 

The  larger  issue,  of  course,  is — I  can't  really 

Mr.  Peterson.  I  understand.  But,  as  I  understand  it,  in  what 
you  have  requested,  you've  cut  your  request  for  new  construction  j 
money  by  three-fourths.  It  is  hard  to  know  how  we  are  getting  at  | 
this  problem.  I  mean,  it  is  one  thing  to  talk  about  perceptions  but,  i 
I  mean,  clearly  that  is  not  getting  us  to  where  we  need  to  go  no 
matter  what  we  put.  I  mean,  we  can  put  stuff  in  that  makes  us  ! 
feel  good,  but  that  doesn't  solve  anything. 

Mr,  Shuldiner.  Two  quick  things  on  that.  As  you  know,  the  Sec-  j 
retary  was  able  to  successfully  appeal  the  original  0MB  pass  back  I 
and  get  an  increased  allocation  for  the  Department,  in  general,  a  | 
very  positive  thing.  i 

I  think  given  the  financial  realities  he  had,  and  one,  there  is  a  j 
need  to  fund  the  priorities  of  the  Department,  and  second,  there  is  ; 
tiie  realization  that  there  are  presently  about  28,000  units  in  the  I 
preconstruction  pipeline  already  funded  and  we'll  go  into  some  of  \ 
the  reasons  why  that  is  so.  Those  really  need  to  be  addressed.  So 
there  was  a  feeling  that  we  could  skip,  for  at  least  1  year  or  so, 
we  could  reduce  the  allocation.  It  wouldn't  have  much  of  an  impact 
on  what  the  outcome  is  because  of  this  very  real  backlog  in  the  de- 
velopment  pipeline. 

Also,  the  way  the  law  presently  states  it,  if  the  present  number  i 
of  $150  million  remains  in  the  budget,  all  of  that  money  will  go  for  ! 

i 
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replacement,  will  not  be  going  for  incremental  units.  The  way  the 
law  is  written  a  set  percentage  of  the  development  pipeline — of  the 
development  pot  or  $150  million,  whichever  is  greater,  goes  to  re- 
placement. So  if  the  whole  pot  is  $150  million,  all  $150  million  will 
go  for  replacement  of  previously  approved  demolition  and  disposi- 
tion applications,  and  none  of  it  would  go  to  incremental  units. 

Mr.  Peterson.  The  ceiling  rent  issue,  how  does  that  interact 
with  section  (8)?  Because  it  seems  to  me  that  you  have — well,  I 
don't  know  if  it's  section  (8)  or  if  it's  this  rental  assistance  program, 
but  you  have  situations  there  that  I  have  seen  where  you  actually 
have  them  paying  more  than  market  rent  to  private  individuals 
through  the  section  (8)  program  and  I  don't  know  how  you  would 
limit  that  or  how  you  would  come  up  with  a  mechanism  that  would 
be  effective. 

Mr.  Shuldiner.  If  I  can,  in  general,  we  believe  the  reasons  for 
having  a  ceiling  rent  in  public  housing  should  spill  over  into  section 
(8).  As  a  practical  matter,  it  is  just  too  expensive.  I  think  we  have 
to  be  realistic  about  that. 

Just  to  talk  more  specifically  about  what  you  said,  the  way  the 
programs  work  now,  we  are  not  dealing  with  project  based  long- 
term  contracts  if  we  are  dealing  with  the  applicant  base.  There  are 
certificates  and  vouchers. 

In  the  certificate  program,  your  problem  should  not  arise  be- 
cause, when  the  authority  approves  a  contract,  they  are  supposed 
to  be  approving  rent  reasonableness,  so  the  rent  should  not  be 
above  market.  Now,  the  same  requirement  does  not  exist  in  the 
voucher. 

In  our  proposal  to  merge  the  certificate  and  the  voucher,  rent 
reasonableness  would  be  a  component  so,  to  the  extent  a  section  (8) 
rent  were  above  the  market,  it  would  be  only  because  the  authority 
failed  to  fulfill  the  program. 

Mr.  Peterson.  In  light  of  vour  statement  on  this  new  legislation 
where  you  are  going  to  ask  that  this  flexibility  be  there  so  that  you 
can  demolish  and  build  new  instead  of  renovate,  why  did  you  on 
January  10  approve  this  waiver  for  this  New  Orleans  situation 
which  we  are  hearing  that  it  is  going  to  cost  considerably  more 
than  it  would  be  to  build  new.  No.  1  and.  No.  2,  that  this  is  sitting 
in  a  swamp  with  no  access?  Whv  did  you  do  that? 

Mr.  Shuldiner.  Let  me  do  the  last  part  first.  Basically,  we  are 
talking  about  the  complex  in  New  Orleans.  They  have  received 
both  a  HOPE-6  grant,  which  will  allow  for  demolition  and  new 
construction,  as  well  as  a  modernization  money  over  previous 
years. 

The  proposal — and  I  am  sorrv  I  don't  have  the  exact  figures  with 
me — the  proposal  calls  for  reduction  of  density  of  the  site  by  at 
least  a  third.  I  don't  remember  the  numbers.  Somehow  going  from 
1,800  units  to  1,200,  1,100  units  sticks  in  my  mind. 

Mr.  Peterson.  We  are  not  going  to  hold  you  to  it. 

Mr.  Shuldiner.  In  any  event,  the  proposal  itself  calls  for  a  sig- 
nificant reduction  in  the  density  and  the  number  of  units  so  we 
would,  in  fact,  not  be  nearly  modernizing  what  is  there.  We  would 
be  significantly  reducing  the  density. 

On  the  issue  of  the  so-called  swamp,  basically  the  inspector  gen- 
eral, they  went  out,  looked  at  the  site  and  had  concerns  about  what 
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they  thought  was  settling  on  the  site.  The  architect  who  had  de- 
signed the  jobs  for  the  authority  felt  that  that  was  not  a  problem 
and  that  was  a  common  condition  in  New  Orleans  and  that  it  has 
not  presented  problems  to  others. 

We,  in  order  to  make  a  decision  one  way  or  another,  went  to  a 
third  party.  We  asked  the  Army  Corps  of  Engineers  to  go  to  the 
site  and  give  us  their  opinion.  Their  opinion  was  that,  as  long  as 
we  were  not  adding  units,  that  if  in  fact — which  we  were — we  were 
reducing  the  units  onsite,  they  did  not  believe  that  there  was  a 
problem  and,  based  on  that  opinion  by  the  Army  Corps  of  Engi- 
neers, we  allowed  the  work  to  go  forward. 

Mr.  Peterson.  But  we  have  testimony  that  it  is  going  to  cost 
more  to  renovate  this  than  it  would  to  build  this  new.  Is  that  not 
true? 

Mr.  Shuldiner.  That  it  will  cost  more?  There  would  have  to  be 
new  construction,  anyway,  to  replace  the  units  that  are  dedensified, 
so  this  is  a  combination  renovation  and  new  construction.  Again, 
would  it  be  cheaper  to  tear  the  whole  thing  down  and  build  some- 
where else? 

Mr.  Peterson.  We  had  testimony  that  thev  were  going  to  spend 
how  many  millions  of  dollars  more,  $14  million  more?  The  IG  is 
shaking  her  head.  I  mean,  they  just  testified  when  you  were  not 
here  that  it  is  going  to  cost  $14  million  more  to  renovate  this  than 
it  would  if  we  had  started  over  and  built  new. 

Mr.  Shuldiner.  As  you  were  suggesting  to  me,  again,  that  is,  to 
some  extent,  that  box  that  we  put  people  in. 

Mr.  Peterson.  It  is  what? 

Mr.  Shuldiner.  I  said  to  some  extent,  that  is  the  box  that  we 
put  people  in.  They  have  modernization  money  which  can  only  be 
used 

Mr.  Peterson.  I  understand  that  and  my  question  is,  in  light  of 
the  fact  that  you  are  changing  policies,  supposedly,  and  you  are 
going  to  have  legislation  to  change  policies,  why  would  you,  on  Jan- 
uary 10,  do  this?  Why  don't  you  wait  a  little  while  and  address  it 
the  right  way  and  save  $14  million? 

Mr.  Shuldiner.  There  are  several  aspects. 

First,  there  are  people  living  in  the  buildings  who  have  been 
waiting  for  years  for  something  to  happen  and  we  need  to  address 
their  needs.  The  housing  authority  didn't  have  alternate  housing 
for  all  of  them. 

Second,  you  are  asking  me  to  make  a  program  decision  on  some- 
thing that  is — ^you  said  January  1993?  It  couldn't  be. 

Mr.  Peterson.  1994. 

Mr.  Shuldiner.  It  is  1994.  I  have  no  expectation  as  to  whether 
this  will  become  law  or  not  become  law.  We  need  to  go  forward  and 
begin  to  address  the  conditions.  The  plan  for  Desire  will  dramati- 
cafiy  change  what  that  development  will  be  like.  It  will  be  signifi- 
cantly less  dense. 

This  is  a  plan  that  was  worked  out  with  the  residents.  It  is  some- 
thing that  they  want,  in  addition  to  the  housing  authority,  and  I 
may  add,  of  course.  New  Orleans  Housing  Authority,  who  is  mak- 
ing this  application,  is  one  of 

Mr.  Peterson.  It  is  not  their  money.  I  understand  it  is  not  their 
money.  I  mean,  it  is  $14  million.  That  is  what  the  IG  told  us  is 
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that  it  is  $14  million  more  than  it  would  cost  to  build  these  units 
new  and  it  is  in  an  undesirable  site. 

Put  aside  whether  the  land  is  shifting  away  or  whatever  that 
deal  is.  It  is  in  between  some  railroad  tracks  and  it  is  not  a  good 
spot  to  have  this,  in  the  first  place,  and  now  we  are  going  to  spend 
$14  million  more  than  it  would  take  to  build  some  housing  in  some 
more  suitable  location. 

I  just  do  not  understand  why  we  are  doing  this.  It  may  be  our 
fault  but,  if  they  have  been  waiting  for  2  or  3  or  4  years,  what  is 
an  additional  6  months  to  see  if  we  can  get  there?  Why  don't  you 
come  in  and  ask  us  to  change  this? 

Mr.  Shuldiner.  We  asked  last  year  and  we  could  not  get  the  bill 
out  of  committee  in  the  Senate.  Why  would  I  have  any  reason  to 
believe  that  it  will  be  passed  this  year,  sir? 

Mr.  Peterson.  Maybe  after  today's  hearing  there  might  be  more 
of  a  momentum  to  do  it. 

Mr.  Shuldiner.  I  would  certainly  appreciate  that.  I  think  it  is 
fair  to  say  when  you  are  now  talking  about  finding  sites  for  1,800 
unit  replacements,  that  is  not  something  that  is  going  to  be  done 
rapidly. 

Mr.  Peterson.  I  know  it  is  not  easy.  I  understand  that. 

Mr.  Shuldiner.  That  is  why  it  is  important  to  make  maximum 
use  of  the  site  they  already  have.  Again,  this  was  a  fairly  well- 
thought-out  plan  in  terms  of  reducing  density,  coming  up  with  a 
design  that  would  make  the  development  an  attractive  one  and  a 
good  environment  to  live  in.  That  is  really  the  issue. 

Mr.  Peterson.  Have  you  been  to  the  site? 

Mr.  Shuldiner.  I  have  personally  not  been  to  the  site. 

Mr.  Peterson.  Nobody  has  been  there  that  I  know.  There  is  one 
person  back  there.  I  don't  know  what  we  do  about  that.  Maybe  we 
will  call  on  you  later.  We  have  two  people  that  have  been  there. 

One  more  question  here  I  need  to  ask  you.  In  my  opening  state- 
ment— and  I  don't  know  if  you  saw  it  or  not — I  described  the  trou- 
bles of  the  Washington,  DC  DPAH.  I  went  over  there  and  spent  2 
or  3  hours  with  them  here  just  3  or  4  weeks  ago. 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Peterson.  The  housing  authority  has  been  in  trouble  for 
more  than  a  decade  with  a  20  percent  vacancy  and  all  this.  Why 
don't  you  think  HUD  has  pointed  private  management  to  go  in 
there  and  try  to  solve  these  problems,  at  least  maybe  in  the  main- 
tenance area?  I  know  you  have  only  been  there  a  while  but  do  you 
have  any  answer? 

Mr.  Shuldiner.  Sure.  Let  me  just  say,  in  terms  of  the  Depart- 
ment here,  when  I  came  on,  the  matter  was  already  before  the 
court.  The  court  had  appointed  a  special  master  so  the  court  was 
in  a  position  to  do  what  you  would  ask  us  to  do. 

It  would  kind  of  make  it  redundant  and  perhaps  confusing  for  us 
to  walk  in  when  the  court  was  theoretically  in  a  position  to  take 
the  same  action.  The  action  that  we  would  have  brought  was  al- 
ready being  brought  by  the  residents  and  was  before  the  court,  the 
same  court  that  we  would  have  to  go  before  if  we  were  to  bring  the 
action. 

Just  two  things  on  it: 
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First  of  all,  I  have  personally  kept  in  pretty  continual  contact 
with  both  Ms.  Jenkins,  the  executive  director  and  Jim  Stockard, 
the  special  master,  and  let  them  both  know  that  the  department 
was  there  to  be  supportive  if  they  identified  roles  for  us. 

The  second  thing,  which  goes  exactly  to  your  point  on  the  privat- 
ization, we  have  provided  moneys  to  Washington,  DC  to  select  a 
private  maintenance  company  who  would  come  in  and  not,  just  as 
in  the  past,  come  up  with  a  plan  to  implement  a  better  mainte- 
nance system,  design  one,  but  actually  would  be  required  to  imple- 
ment it. 

We  are  going  forward  with  that.  This  was  something  that  we 
were  already  doing.  That  has  really  been  our  concern,  that,  to  some 
extent,  the  case  was  already  before  the  court.  It  is  not  clear  to  me 
why  we  were  not  a  party  to  the  action.  We  were  not  joined  by  ei- 
ther the  plaintiff  or  the  defendant  when  the  action  was  brought  so 
we  have  been  focusing  on  other  cases. 

Mr.  Peterson.  Just  as  an  aside,  what  do  vou  think  of  what  is 
going  on  here  with  the  cops  coming  in  and  taking  him  out  and  all 
this?  Evidently,  there  is  going  to  be  a  hearing  today  at  2  o'clock. 

Mr.  Shuldiner.  It  is  unfortunate.  The  issue  again  is  how  do  we 
provide  a  better  living  environment  for  the  residents.  I  think  that 
is  the  goal  that  we  have  to  have.  I  do  not  see  how  this  jockeying 
back  and  forth  gets  us  closer. 

Mr.  Peterson.  I  accept  your  explanation  about  Washington,  DC. 
What  about  these  other  troubled  housing  authorities?  You  have 
been  over  there  what,  about  a  year  now,  I  think? 

Mr.  Shuldiner.  Ten  months. 

Mr.  Peterson.  I  was  over  there  and  met  with  you  shortly  after 
you  were  there. 

Mr.  Shuldiner.  Right. 

Mr.  Peterson.  Why  haven't  you  moved  on  some  of  these  others? 

Mr.  Shuldiner.  Let  me  just  explain  what  we  have  done.  I  men- 
tioned the  work  that  we  have  done  in  Philadelphia, 

In  two  other  situations,  Chester  and  Kansas  City,  we  have  in 
fact  gone  in  and  supported  appointment  of  receivers,  in  both  situa- 
tions, to  further  the  action.  For  whatever  reason,  it  has  not  come 
to  pass,  but  we  have  actively  been  there  in  both  Chester  and  Kan- 
sas City  saying  that  we  would,  in  fact,  support  a  receiver  and  were, 
in  fact,  desirous  of  having  one. 

I  have  personally  been  to  Kansas  City  twice  and  met  with  the 
magistrate  and  I  have  personally  been  to  Chester  a  couple  of  times 
and  met  with  the  residents  and  the 

Mr.  Peterson.  You  are  in  charge.  You  don't  have  to  have  a  re- 
ceiver. You  could  actually  go  in  there. 

Mr.  Shuldiner.  No,  I  don't  agree  at  all. 

Mr.  Peterson.  You  don't? 

Mr.  Shuldiner.  HUD  is  primarily  staffed  by  people  who  do  au- 
dits. We  do  not  have  staff  who  are  experienced  in  running  a  hous- 
ing authority.  That  is  not  a  position. 

Mr.  Peterson.  I  understand  that  but  there  are  private  folks  out 
there  that  can  do  it  probably  better  than  a  receiver  could. 

Mr.  Shuldiner.  Chester  is  under  private  management.  Quadell 
is  running  Chester. 

Mr.  Peterson.  You  can  switch  to  private  management. 
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Mr.  Shuldiner.  I  am  saying  Chester  has  private  management 
right  now.  The  residents  want  it  removed.  We  have  to  go  to  each 
place  and  look  at  the  circumstances.  We  do  not  oppose  that.  In 
Kansas  City,  we  have — again,  we  cannot  do  it.  The  court  already 
has  the  case. 

We  have  made  recommendations  to  the  court.  We  have  given 
them  names  of  private  companies  that  could  manage  it.  We  nave 
given  the  court  names  of  people  we  think  would  be  appropriate  re- 
ceivers. We  cannot  do  it.  It  is  already  before  the  court  and  the 
court  is  looking  at  a  process  for  making  a  selection. 

Just  to  name  some  others,  Chicago,  the  Secretary  and  I  were 
with  Mr.  Lane  and  the  mayor  of  Chicago  last  week  to  discuss  what 
are  the  long-range  plans  in  Chicago?  In  Chicago,  as  you  probably 
know,  Mr.  Lane  is  attempting  to  get  as  much  private  management 
in  as  possible. 

One  of  the  problems  he  has  is  that  private  management  costs 
more  than  public  housing  authorities  have  to  manage  their  prop- 
erty. In  fact,  I  was  in  Detroit  yesterday  where  they  nave  an  RFP 
out  to  select  private  management  for  one  of  their  developments  and 
all  the  bids  are  much  more  money  than  they  have  available  for  to 
that  development.  So  that  is  one  of  the  things  that  we  have  to  deal 
with.  We  would  support  private  management. 

Again,  the  issue  is,  the  object  is  to  get  the  services  to  the  resi- 
dents. If  the  housing  authority  does  not  do  it,  then  someone  else 
ought  to  do  it  but  we  have  to  recognize  that  private  management, 
in  most  instances,  is  more  expensive  and,  where  an  authority 
brings  private  management  into  one  site,  they  are  taking  that 
money  away  from  other  sites. 

Mr.  Peterson.  I  understand  all  that  but  the  fact  remains  that 
HUD  is  in  the  position  that  you  have  to  provide  the  leadership  on 
this. 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Peterson.  If  there  are  not  resources  and  we  need  to  do 
something  else,  are  you  going  to  be  bringing  that  forward  and  ask- 
ing for  whatever  authority  you  need  or  money  you  need  to  get  this 
resolved?  These  things  have  been  going  on  for  13  years  and  we  are 
wasting  all  of  this  money. 

We  have  testimony  and  IG  reports  and  audit  reports.  At  some 
point,  we  have  to  have  some  solution  and,  if  it  means  more  money, 
I  think  you  ought  to  be  in  here  telling  people  what  it  is  we  have 
to  do  to  fix  this  and  not  just  continue  on.  Is  that  part  of  what  you 
are  going  to  be  coming  forth  with? 

Mr.  Shuldiner.  Yes.  I  mentioned  the  fact  that  we  created  an  Of- 
fice of  Distressed  Housing  to  focus  on.  We  are  in  the  process  of 
staffing  it.  I  think  you  will  see  us  be  more  active  and  more  aggres- 
sive when  we  have  that  staffing. 

We  are  looking  to  be  able  to  give  personal  attention  to  each  one 
of  these  authorities  and  move  them  along.  We  are  not  bound  by 
any  approach  in  the  past.  As  I  said,  we  would  not  automatically  de- 
fend against  a  receivership  action  as  was  the  case  when  I  came, 
where  we  were  defending  actions  for  receivers  where  we  should 
have  been  supporting  them. 

We  also  need  to  be  in  a  position  to  provide  more  technical  assist- 
ance to  some  of  these  authorities,  as  we  have  tried  to  do  for  Phila- 
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delphia.  I  do  not  believe  that  issue  is  a  money  issue.  Congress  has 
given  us  a  fair  amount  of  technical  assistance  money  and  I  think 
you  will  see  us  being  more  aggressive  that  way. 

Mr.  Peterson.  We  hope  so  because  we,  as  you  can  tell,  are  frus- 
trated by  this,  as  I  am  sure  you  are. 

Mr.  Shuldiner.  Yes. 

Mr.  Peterson.  We  need  to  get  this  resolved.  It  is  not  going  to 
be  good  for  us  to  wait  another  13  years. 

Did  you  hear  the  idea  that  I  had  of  putting  in  a  law  that  would 
require  you  to,  with  these  housing  authorities,  if  they  are  unable 
to  resolve  the  problems  and  get  off  the  "troubled"  list  within  5 
years,  that  it  would  require  HUD  to  contract  it  out  to  a  private 
management  company?  Did  you  hear  that  proposal? 

Mr.  Shuldiner.  Yes. 

Mr.  Peterson.  What  do  you  think  about  that  idea? 

Mr.  Shuldiner.  I  think  requiring  us  to  come  up  with  a  solution 
is  fine.  Again,  I  would  prefer  more  flexibility  because  what  if,  on 
the  4  year  and  9  months  time  they  finally  do  the  thing  that  would 
be  necessary  to  turn  it  around?  I  just  would  want  flexibility,  rather 
than  rigidity. 

I  do  believe  we  need  to  be  aggressive,  we  need  to  be  responsive 
and  have  many  more  tools  available,  so  I  would  support  anything 
in  that  direction. 

Mr.  Peterson.  Don't  put  in  a  cliff  effect,  in  other  words? 

Mr.  Shuldiner.  A  mandatory  one  for  us  in  the  sense  of— you 
know,  mayors  change;  you  could  have  a  new  executive  director. 

For  example,  I  mentioned  we  went  to  Detroit  yesterday.  We  have 
a  new  mayor  and  new  executive  director.  If  this  was  the  4th  year, 
11th  month,  it  would  be  kind  of  arbitrary  to  just  say:  "I  am  sorry; 
forget  it.  We  are  putting  in  private  management."  I  do  believe  we 
do  need  to  be  more  aggressive  and  be  result  oriented. 

Mr.  Peterson.  Thank  you  very  much.  I  really  appreciate  your 
being  here  today  and,  hopefully,  we  can  work  together. 

Mr.  Shuldiner.  I  look  forward  to  it. 

Mr.  Peterson.  If  you  need  our  help  in  going  over  to  the  Appro- 
priations Committee  or  authorizing,  we  will  help  you,  because  I 
recognize  that  it  is  not  all  your  fault. 

Mr.  Shuldiner.  Thank  you. 

Mr.  Peterson.  You  have  only  been  there  10  months  but  this  has 
gone  on  too  long  and  we  need  to  get  this  stopped  and  headed  in 
a  different  direction. 

Mr.  Shuldiner.  By  the  way,  I  very  much  appreciate  the  commit- 
tee's sense  of  frustration,  because  it  is  borne  out  of  a  concern  that 
something  actually  move  forward.  I  think,  as  I  said,  we  need  to  be 
much  more  result  oriented. 

Mr.  Peterson.  Thank  you.  Mr.  Zeliff. 

Mr.  Zeliff.  Because  of  his  time  constraints,  I  am  going  to  yield 
to  our  colleague  from  Connecticut. 

Mr.  Shays.  Thank  you,  Mr.  Zeliff.  I  would  like  to  thank  vou  for 
being  here.  I  would  certainly  feel  that  our  chairman  probably  feels 
the  way  I  do  that,  when  he  says  it  is  not  all  your  fault,  it  is  prob- 
ably a  very  small,  tiny  bit  right  now. 

Mr.  Shuldiner.  Thank  you. 
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Mr.  Shays.  It  may  be  your  fault  in  a  few  years,  if  something  does 
not  happen.  [Laughter.] 

I  understand,  from  when  you  were  appointed,  that  you  were  a 
former  director  of  a  housing  authority  in  a  troubled  area  in  Los  An- 
geles; is  that  correct? 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Shays.  My  understanding  is,  and  one  reason  why  I  was 
happy  with  your  appointment  was,  that  you  had  had  a  significant 
amount  of  success  in  turning  around  Los  Angeles,  though  it  has  a 
ways  to  go. 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Shays.  So  it  is  really,  I  think,  tremendous  that  you  have 
that  kind  of  background  and  you  know  what  can  be  done  with  the 
resources  available. 

Am  I  way  off  base  when  I  have  a  sense  that  we  spend  a  lot  of 
money  in  our  housing  authorities,  that  housing  authorities  are 
given  a  lot  of  money? 

Mr.  Shuldiner.  I  think  housing  authorities  are  given  a  lot  of 
money.  I  think  part  of  the  problem  is  that — there  are  three  issues, 
if  I  may. 

First,  is  when  we  g^ve  it  to  them.  If  we  give  it  to  them  after  50 
years  of  deferred  maintenance,  it  is  not  as  useful. 

Second,  it  is  what  flexibility  do  they  have  to  spend  it  with?  The 
chairman  talked  about  it  and  I  mentioned,  if  the  money  cannot  be 
used  to  really  address  the  problem,  it  is  not  that  much  use. 

Third  is,  we  have  obviously  asked  housing  authorities  to  do  a  lot 
more  than  be  traditional  property  managers  and  much  of  the 
money  we  give  them  is  being  diverted  to  what  would  not  normally 
be  considered  property  management  operations,  whether  it  be  ten- 
ant programs  or  economic  development  or  child  care,  social  service 
kinds  of  things,  an  extraordinary  amount,  obviously,  on  security. 

These  things  are  all  important  but  the  authorities  have  been 
asked  to  do  more  than  public  housing  authorities  would  normally 
be  thought  by  the  public  to  be  responsible  for. 

Mr.  Shays.  I  think  that  is  very  true.  What  I  hear  you  saying  is, 
if  they  start  with  a  facility  that  is  fairly  up  to  date,  that  a  good 
public  housing  authority  can  maintain  it  well 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Shays  [continuing].  And  public  housing  can  be  a  credit  to  the 
neighborhood  rather  than  being  a  disadvantage  or  an  eyesore.  I 
just  have  noticed  in  my  time  as  a  Member  of  Congress  that  we 
have  put  more  emphasis  on  police  protection  and  child  care  and  so 
on.  It  is  a  phenomenon  I  am  just  seeing  just  in  the  last  7  years 
that  is  remarkable. 

What  I  am  having  trouble  reconciling  is  what  we  are  going  to  do. 
I  guess,  just  very  candidly,  I  feel  part  of  the  problem  is  that  HUD, 
whether  it  was  under  Republican  rule  or  under  Democratic  rule, 
does  not  want  to  embarrass  some  mayors. 

I  think  there  is  a  tremendous  amount  of  patronage  that  I  believe 
is  the  most  destructive  thing.  You  get  an  incompetent  person  who 
is  there  because  of  his  connection.  It  is  just  a  recipe  for  disaster. 
I  would  love  to  know,  not  necessarily  now,  how  we  get  at  that 
issue. 
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Unless  you  have  something  to  share,  I  would  just  throw  out  the 
other  areas  that  you  could  comment  on.  I  would  love  to  have  you 
comment  on  this  whole  issue.  You  did  comment  on  the  market  rent 
and  what  you  have  done  in  the  Senate. 

I  think  it  must  be  frustrating  for  you  to  go  through  the  process 
in  the  Senate  and  have  nobody  want  to  pay  attention  in  the  House 
so  I  think  it  is  important  for  the  chairman  and  I  and  others,  and 
the  ranking  member,  to  see  what  we  can  do  to  help. 

I  know  public  housing  authorities  are  requesting  that  they  be 
able  to  cap  at  the  market  rate  because  they  think  they  will  have 
a  greater  mix  and,  ultimately,  they  will  have  a  good  flow  of  income 
into  the  system. 

Mr.  Shuldiner.  I  think,  just  again,  the  key  here  is,  as  you  say, 
one  of  the  things  that  is  very  important  is,  who  is  the  population 
and  what  are  we  trving  to  do.  My  belief  is  that  public  housing  com- 
munities, just  as  all  other  communities,  need  to  be  strong.  We  need 
to  have  a  good  mixture  of  people  that  live  in  them. 

You  would  not  want  segregation  by  race  or  religion.  We  really 
should  not  have,  in  our  cities  and  towns,  segregation  by  income 
more  than  what  already  happens  because  of  the  marketplace.  Plus, 
as  the  President  said,  it  is  one  of  the  top  priorities,  we  need  to  get 
people  working. 

Even  though  I  have  been  in  housing  all  my  life,  in  that  chicken 
and  egg  thing  of  whether  it  is  housing,  education,  or  working,  I  al- 
ways come  down  on  working  because  that  is  the  one  that  ties  a  per- 
son into  the  community,  that  they  are  participating  in  society. 

The  most  important  aspect  of  the  rent  rules  is  that  it  is  one  com- 
ponent of  supporting  people  getting  onto  the  workforce  and  becom- 
ing a  stabilizing  influence  in  their  community  and  a  model  for 
other  people  in  the  community  who  are  not  working  so  that  they, 
too,  can  go  to  work. 

Let  me  just  share  something  with  you  that  you  are  probably  not 
aware  of,  since  I  was  not  aware  of  it  until  last  week.  In  1981,  the 
population  in  public  housing,  on  average,  was  at  33  percent  of  me- 
dian income,  now  it  is  at  17.  The  population  is  twice  as  poor. 

I  asked  what  I  thought  was  an  innocent  question:  What  would 
PFS  be  if  the  population  today  was  at  33  percent  instead  of  17, 
where  it  was  12  or  13  years  ago?  As  you  know,  this  year,  1994,  we 
estimate  the  correct  PFS  number  as  about  $2.75  billion. 

Our  numbers — and  this  is  obviously  not  100  percent  accurate — 
would  be  that  PFS  would  be  below  $500  million.  If  we  had  the  pop- 
ulation in  public  housing  today  that  we  had  12,  13  years  ago,  we 
would  be  saving  the  Federal  Government  over  $2  billion  a  year.  It 
would  be  slightly  less  because  the  way  we  would  get  there  would 
be  by  having  rent  caps  so  everybody  would  not  be  paying  30  per- 
cent of  their  income  in  rent. 

That  is  really  what  we  are  talking  about.  Getting  people  to  work 
makes  a  whole  lot  of  this  stuff  go  away.  It  reduces  the  financial 
needs;  it  improves  the  environment;  and  it  just  makes  society  that 
much  better.  Obviously,  a  more  stable  copulation  results  in  less 
wear  and  tear  on  property  and  makes  it  cheaper  to  run. 

I  think  that  is  why  we  believe,  at  least  for  public  and  Indian 
housing,  some  form  of  rent  reform  is  the  highest  legislative  prior- 
ity. 
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Mr.  Shays.  If  I  can  just  have  you  deal  with  two  other  issues,  that 
deal  with  the  challenge  that  a  lot  of  communities  are  faced  with. 
That  is,  we  have  one  for  one.  We  have  taken  down  some  properties. 
We  have  the  money  allocated  by  HUD  to  build  new  housing. 

We  would  like  to,  candidly,  upgrade  some  bad  areas  and  we  could 
do  that  with  public  housing  in  Bridgeport.  We  are  not  going  to  be 
allowed  to  under  the 

Mr.  Shuldiner.  Site  and  neighborhood  standards. 

Mr.  Shays.  Exactly.  The  challenge  that  we  are  going  to  have  is 
that  we  do  not  have  density  in  some  areas  of  the  community  to 
have  public  housing. 

Let  me  just  ask  you  this  way:  Are  you  or  others  in  HUD  looking 
at  this  issue  to  see  if  there  is  a  solution  that  would  be  viable  to 
all  sides? 

Mr.  Shuldiner.  I  can  say  to  you  that  there  is  no  issue  that  is 
discussed  between  the  Assistant  Secretaries  more  than  site  and 
neighborhood  standards. 

Mr.  Shays.  Good. 

Mr.  Shuldiner.  This  is  our  No.  1  issue  that  needs  to  be  resolved 
and  particularly  because  of  the  issues  that  you  raise.  Let  me  also 
say  that,  in  terms  of  what  the  Secretary's  views  are,  when  the  Sec- 
retary talks  about  choice,  now,  he  is  obviously  looking  at  the  need 
to  deconcentrate  inner  cities,  give  minorities  a  chance  in 
nonimpacted  neighborhoods  and  suburbs. 

He  has  often  said  that,  when  you  are  talking  about  choice,  it  is 
not  a  choice  if  your  choice  is  between  the  suburbs  and  a  burnout 
inner  city,  that  you  need  to  rebuild  the  inner  city  to  give  people  a 
true  choice.  That  is  a  definite  goal  of  ours,  and  we  understand  the 
role  site  and  neighborhood  standards  plays,  and  we  are  looking  for 
a  way  to  address  it. 

In  effect,  we  would  prefer  people,  obviously,  to  build  in 
nonimpacted  neighborhoods  because  of  the  discrimination  issues. 
Because  it  was  not  happening,  they  introduced  this  approach  so  by 
forbidding  people  to  build  in  impacted  neighborhoods,  it  would  re- 
sult in  people  building  in  nonimpacted  neighborhoods. 

As  vou  know,  the  result  is  they  build  nowhere,  so  that  site  and 
neighborhood  standards,  at  least  to  my  mind,  are  not  achieving  the 
result  they  were  meant  to  achieve  and  are  a  definite  deterrent  to 
rebuilding  some  of  our  most  devastated  communities. 

Mr.  Shays.  One  of  the  possibilities  that  you  might  consider,  since 
you  are  discussing  more  than  I  realized,  is  to  just  get  people  from 
all  sides  of  the  political  spectrum  and  basically  from  various  ethnic 
and  racial  groups,  as  well,  to  see  if  we  can  come  to  some  kind  of 
position  that  we  all  can  accept  because  I  can  see  some  tremendous 
advantages  for  that.  I  certainly  would  like  to  offer  my  assistance. 

Let  me  just  conclude  in  this  one  area,  and  that  is,  I  would  just 
end  by  saying  the  chairman  was  talking  about  the  emphasis  on 
homelessness  and  I  want  to  share  what  I  think  is  concern  is,  as 
well.  I  would  like  us  at  least  to  do  one  thing  right  and  I  think  we 
have  the  abilitv  to  do  two  things  right  or  three  things. 

I  just  feel  like  if  we  spread  our  resources  so  thinly  we  do  every- 
thing badly  and  we  just  confirm  to  people  that  government  cannot 
work.  My  concern  is  that  I  understand  the  Secretary's  concern 
about  homelessness — at  least  I  think  I  do — but  I  am  concerned  that 
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we  are  going  to  be  diverting  resources  and  I  just  would  like  to  put 
it  on  the  record  that  we  have  to  at  least  make  sure  that  we  main- 
tain your  area,  and  I  just  want  to  see  more  resources  into  it,  I 
guess  is  what  I  am  saying. 

Mr.  Shuldiner.  That  is  why  the  constitution  gave  you  the  legis- 
lative authority,  the  ultimate  budget  decisionmaking. 

Mr.  Shays.  Use  it  well. 

Mr.  Shuldiner.  Use  it  well.  Yes,  sir.  [Laughter.] 

Mr.  Zeliff.  I  want  to  make  sure  I  heard  this  right.  You  men- 
tioned that  most  of  the  people  at  HUD  are  auditors,  not  managers. 
Did  I  hear  that  right? 

Mr.  Shuldiner.  I  thought  the  question  was  why  we  do  not  take 
over  authorities  and  run  them  ourselves  and  what  I  was  saying  is 
that  our  staff,  that  is  not  what  they  were  hired  to  do.  They  are  not 
people  who  are  experienced  in  actually  running  property  manage- 
ment. 

One  of  the  things  I  should  mention  in  my  earlier  statement,  I  in- 
dicated the  approach  of  HUD  historically  has  been  to  primarily  be 
an  auditor,  to,  in  fact,  audit  and  say,  "You  are  doing  this  right,  you 
are  doing  this  thing  wrong,  and  correct  it." 

What  we  are  trj^ng  to  do  is  change  that  mindset  and  say  that, 
since  the  mission  is  to  provide  safe,  decent,  affordable  housing  for 
low-income  people  and  it  is  the  authorities  who  provide  that  mis- 
sion, that  we  cannot  do  it  without  them.  We  need  to  reorganize 
ourselves  to  be  much  more  responsive  to  that  partnership;  we  need 
to  be  in  a  position  to  be  able  to  problem  solve  with  housing  authori- 
ties. 

Mr.  Zeliff.  You  need  to  be  a  show  and  tell  a  little  bit,  right? 

Mr.  Shuldiner.  Whatever. 

Mr.  Zeliff.  Do  you  have  a  staff  of  1,100  people? 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Zeliff.  Somewhere  around  there.  It  would  seem  to  me  that 
you  need  to  have  a  priority  on  more  management  and  direction  and 
leadership. 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Zeliff.  In  your  very  good  track  record,  I  guess — and  it  has 
been  mentioned  earlier  in  Los  Angeles — what  is  it  that  you  did  that 
was  so  good  that  worked  so  well?  You  must  have  done  something 
that  was  strictly  yours.  What  was  it? 

Mr.  Shuldiner.  I  would  say  two  things: 

I  was  very  aggressive  at  bringing  the  residents  into  the  process 
and  communicating  with  them  ana  giving  them  a  sense  that  the 
authority  cared  about  their  conditions.  I  think  the  thing  that  I 
would  be  proudest  of  in  my  3  years  there  was  that,  during  the 
riots,  we  lost  not  a  unit.  There  was  only  $27,000  worth  of  damage, 
we  had  one  fire  in  a  maintenance  office. 

Residents  defended  their  turf,  as  it  were,  and  kept  people  out  be-- 
cause  they  recognized  it  was  a  place  they  wanted  to  live. 

Mr.  Zeliff.  Pride  of  ownership. 

Mr.  Shuldiner.  Yes,  sir.  The  second  thing — and  it  certainly  was 
not  just  me — I  think  that  there  was  staff  there  that  wanted  to  do 
a  job.  I  think  the  ability  to  give  people  some  direction  and  some 
leadership  and,  hopefully,  a  little  bit  of  professionalism  in  manage- 
ment, is  important. 
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It  is  a  combination  of  getting  good  management,  bringing  some 
good  people  in,  providing  some  leadership,  and  really  involving  the 
residents. 

I  was  also  fortunate  in  that  I  think  HUD  recognized  some  of 
what  I  was  doing  and  was  a  little  bit  more  generous  with  financing 
the  authority  when  I  was  there  than  when  the  previous  executive 
director  was  there.  I  think  they  had  some  confidence  that  the 
money  would  be  spent  better.  So  that  is  what  I  would  look  at. 

I  had  a  tremendous  board,  as  well.  I  had  a  board  that  was  com- 
mitted to  the  result,  that  would  meet  with  residents  itself,  go  out 
to  the  sites,  that  really  wanted  me  to  get  the  job  done  and  was  sup- 
portive, especially  in  things  such  as  going  out  to  the  private  sector, 
the  corporations,  and  bringing  programs  in. 

I  would  like  to  believe  I  could  have  done  more  if  I  had  stayed 
a  little  longer. 

Mr.  Zeliff.  You  are  in  an  ideal  situation  now  to  share  some  of 
that  success,  right? 

Mr.  Shuldiner.  I  hope  so.  Unfortunately,  I  believe  that  in  the 
troubled  housing  authorities,  although  there  are  common  themes, 
the  actual  solution  has  to  be  very  individualistic.  Just  for  the 
things  that  Mr.  Shays  talked  about,  you  know,  it  is  different  poli- 
tics in  every  place.  You  are  dealing  with  a  different  cast  of  char- 
acters and  who  is  a  player. 

We  need  to  be  able  to  craft  individual  solutions  but  the  general 
thrust  of  putting  the  residents  first,  bringing  in  professional  man- 
agement, trying  to  keep  the  politics  out,  and  at  least  some  modi- 
cum of  sufficient  funding,  is  the  key. 

Mr.  Zeliff.  Do  you  agree  with  the  IG's  report? 

Mr.  Shuldiner.  The  IG  spent  a  whole  lot  of  time  on  the  aspect 
that  said  we  ought  to  have  a  higher  PFS  for  larger  troubled  hous- 
ing authorities.  I  certainly  agree  with  that  portion  of  it. 

I  do  not  mean  to  be  sarcastic.  I  think  the  IG  reflects  the  commit- 
tee's and  my  own  frustration  at  the  lack  of  progress  in  some  au- 
thorities. It  should  be  noted,  though,  when  the  IG  began  its  report, 
there  were  24  large  housing  authorities  on  the  list.  There  are  now 
13.  So  that  some  authorities  have  been  able  to  make  progress.  We 
need  to  really  focus  on  the  rest  and  get  them  moving? 

I  don't  know  how  to  express  this  adequately,  but  we  all  talk 
about  the  over  regulation  and  the  over  monitoring  and  all  that  but 
we  really  need  authorities  to  be  more  imaginative  and  creative  and 
address  the  problems  that  exist. 

That  is  why  I  think,  for  example,  one  of  the  things  that  HUD 
was  correct  in  doing  way  before  I  got  there — creating  something 
like  PHMAP,  the  Public  Housing  Management  Assessment  Pro- 
gram, whether  the  indicators  are  correct  or  not  correct,  that  is  tin- 
kering and  we  are  doing  that  tinkering;  but  the  concept  of  saying — 
it  is  amazing,  and  you  might  want  to  speak  to  some  of  the  execu- 
tive directors  that  are  here. 

Housing  authorities  are,  in  fact,  changing  their  operations  to 
score  better  on  PHMAP,  so  it  is  an  extraordinarily  effective  man- 
agement by  objective  tool.  We  just  have  to  make  sure  that  the  fac- 
tors are,  in  fact,  the  things  we  want  them  to  do  and  we  don't  have 
them  doing  things  that  are  nonproductive. 
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Again,  we  need  to  more  aggressive.  You  are  correct.  I  do  believe 
we  need  to  share  more.  There  were  a  lot  of  things  I  did  not  know 
that  other  authorities  were  doing  and  it  would  have  been  very 
helpful  if  there  were  some  medium  for  learning  about  it.  i 

I  have  a  feeling  that  every  large  housing  authority,  beset  by  it 
urban  woes,  feels  it  has  to  reinvent  the  wheel  on  every  issue  and  i 
some  authorities  have,  in  fact,  addressed  the  same  problems  sue-  \ 
cessfully.  We  need  to  do  more  of  that  technical  assistance,  that  j 
clearinghouse,  the  problem  solving,  and  that  is  what  I  am  looking  i 
forward  to  doing.  i 

Mr.  Zeliff.  Just  one  quick  last  question. 

Mr.  Shuldiner.  Yes,  sir.  i 

Mr.  Zeliff.  How  deeply  are  you  going  to  get  involved  with  the    1 
Washington,  DC  situation?  i 

Mr.  Shuldiner.  What  I  had  mentioned  to  the  chairman,  when  I  j 
came,  this  was  already  before  the  court.  What  I  have  always  indi-  \ 
cated  to  both  the  court,  through  the  special  master,  and  Mr.  Jen-  j 
kins,  the  executive  director,  HUD  wants  to  be  helpful.  It  is  already  j 
before  the  judge  so  that  just  coming  into  court  is  not  particularly 
helpful. 

We  are  prepared  to  do  what  is  necessary  to  be  done.  It  is  not  ex- 
actly clear  that  anybody  has  defined  what  that  is  just  yet  but  I  am 
afraid  that  if  we  walked  in  today  it  would  kind  of  muddy  the  wa-    i 
ters  that  are  already  there.  That  needs  to  be  straightened  out;  but 
we  expect  to  be  a  strong  force. 

Ironically,  I  should  mention,  in  its  answer  to  the  special  master's 
report,  the  city  asked  that  we  become  a  party  to  the  action.  That 
is  something  that  we  would  certainly  agree  to  do.  We  would  want 
to  be  more  of  a  player  but  we  want  to  be  sure  that  our  participa-    : 
tion  would  be  positive,  not  negative.  j 

Mr.  Zeliff.  Good  luck  to  you.  j 

Mr.  Shuldiner.  Thank  you. 

Mr.  Zeliff.  You  have  a  big  challenge  and,  hopefully,  in  the  very 
near  future,we  will  see  some  major  changes  that  address  the  is- 
sues, unlike  what  we  have  seen  so  far. 

Mr.  Shuldiner.  Thank  you. 

Mr.  Peterson.  Thank  you,  Mr.  Zeliff.  Thank  you,  Mr.  Secretary. 
I  just  would  say  that  I  went  to  my  local  housing  authority,  which    1 
admittedly  is  a  little,  tiny  town  out  there  in  the  middle  of  nowhere, 
and  I  got  involved  with  PHMAP  and  I  can  tell  you  that  what  you    , 
are  doing  is  not  helpful  in  my  community. 

What  you  are  doing  is  taking  time  away  that  they  should  be 
spending  helping  the  people  that  they  are  there  to  help  to  fill  out 
all  these  dumb  forms.  It  may  be  fine  some  places.  I  used  to  audit 
housing  authorities,  and  I  don't  know  a  whole  lot  about  it,  but  with 
these  little  ones  you  are  doing  more  harm  than  good,  I  think. 

Mr.  Shuldiner.  One  thing  to  consider,  we  always  hear  the  num- 
ber of  the  large  amount  of  housing  authorities;  75  percent  of  them 
are  below  250  units. 

Mr.  Peterson.  Right. 

Mr.  Shuldiner.  There  really  ought  to  be  consideration  for  having    | 
a  totally  different  approach  for  them  as  for  the  rest  and  that  is 
something  that  we  are,  in  fact,  looking  at. 
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When  we  went  through  this  regulatory  process,  we  basically  said, 
"Let's  look  at  this  and  see  what  its  impact  is  and  then,  when  we 
finish  that,  decide  whether  we  need  something  totally  different  for 
the  smaller  authorities."  It  is  very  difficult  to  ask  a  housing  author- 
ity that  might  have  one  or  two  permanent,  full-time  staff  and  some 
contract  maintenance  to  be  able  to  read,  let  alone  understand, 
some  of  our  regulations.  I  think  that  is  very  true. 

Mr.  Peterson.  Thank  you  very  much. 

Mr.  Shuldiner.  You  are  welcome. 

Mr.  Peterson.  I  appreciate  you  being  with  us  and  you  are  ex- 
cused. 

Mr.  Shuldiner.  Thank  you. 

Mr.  Peterson.  We  will  see  you  again,  I  am  sure. 

Mr.  ShulddnIER.  Thank  you. 

Mr.  Peterson.  I  am  going  to  call  the  second  panel  now  and  I 
apologize  to  them,  because  we  rearranged  this,  and  we  have  the 
president  of  the  Valley  Green  Resident  Council  here  in  Washing- 
ton, DC  who  has  to  go  to  another  hearing,  so  we  are  going  to  put 
her  on  first,  if  she  is  still  here,  but  everybody  can  come  up. 

Harold  Lucas,  executive  director  of  the  Newark  Housing  Author- 
ity; David  Cortiella,  administrator  of  the  Boston  Housing  Author- 
ity; and  Jacqueline  Massey,  who  is  president,  as  I  said,  of  the  Val- 
ley Green  Resident  Council  and  chairwoman  of  the  Washington, 
DC  Resident  Council's  Advisory  Board. 

We  want  to  apologize  to  you  for  rearranging  this  but  I  felt  like 
we  needed  to  get  some  answers  out  of  the  Assistant  Secretary.  We 
really  appreciate  you  coming  before  us  today  and  appearing  and  I 
know  what  you  have  to  say  here  is  going  to  be  useful. 

It  is  the  custom  in  the  Government  Operations  Committee,  as 
you  heard,  to  swear  in  all  witnesses  so  we  do  not  prejudice  any- 
body, so  if  you  don't  mind? 

[Witnesses  sworn.] 

Mr.  Peterson.  Thank  you.  Ms.  Massey,  we  will  start  off  with 
you  and  we  will  let  you  get  on  about  your  business.  We  appreciate 
you  waiting. 

STATEMENT  OF  JACQUELINE  M.  MASSEY,  PRESIDENT,  VALLEY 
GREEN  RESIDENT  COUNCIL,  INC.,  FORMER  CHAIRPERSON, 
DISTRICT  OF  COLUMBIA  RESIDENT  COUNCIL  BOARD 

Ms.  Massey.  I  would  like  to  say,  first  of  all,  good  afternoon  to 
everyone  in  the  room,  including  you,  Chairman  Peterson.  I  am  here 
to  testify  on  behalf  of  the  residents  of  public  housing  and  myself, 
as  well.  I  am  honored  to  be  asked. 

I  have  heard  the  discussion  about  our  housing  authority  today 
and  I  might  say,  as  of  last  night,  I  am  no  longer  the  chairperson 
of  the  District  of  Columbia  Resident  Council  Advisory  Board. 

Mr.  Peterson.  Did  they  take  you  off,  too? 

Ms.  Massey.  Oh,  yes.  I  am  not  upset  about  it  because  I  exercised 
my  freedom  of  speech  and  I  feel  that,  as  you  said  earlier,  this  hous- 
ing authority  has  had  12  directors  and  I  am  sorry  to  say  if  I  was 
the  chairperson  when  Mr.  Price  was  here,  this  would  have  taken 
place  when  Mr.  Price  was  here  but,  since  I  was  not,  it  is  going  to 
start  now. 
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I  feel  that  changing  people  up  just  because  they  do  not  have  "do 
as  I  say^  powers  stops  the  movement  of  those  lives  and  those  peo- 
ple who  are  living  in  public  housing.  I  came  here  to  testify  on  the 
conditions  but  you  already  know  the  conditions. 

I  have  sat  in  the  back  of  the  room  for  quite  some  time  listening 
to  the  testimony  and,  if  you  will  allow  me,  I  would  like  to  just  by- 
pass that  and  simply  say  what  I  feel  is  the  problem,  why  we  are 
not  moving  in  public  housing  as  residents. 

When  I  became  the  chairperson  last  March,  I  found  out  that 
there  are  many  reasons  within  the  Department  of  Public  and  As- 
sisted Housing,  why  the  director  cannot  execute  his  right  as  the 
head  of  DPAH.  He  does  not  have  leverage  to  hire  or  fire.  He  does 
not  have  connecting  departments  such  as  maintenance,  manage- 
ment, the  controller  s  office,  contracts,  or  anything  that  connects  to 
one  another,  to  move  whatever  he  needs  to  move  to  get  it  toward 
the  people  in  HUD. 

HUD  seems  to  have  the  exactly  same  problem.  We  have  inad- 
equate maintenance  workers  and  staff.  Middle  management  seems 
to  control  everything  that  is  onsite.  You  have  onsite  managers  that 
have  no  say  in  what  is  going  on  on  those  sites.  Everything  flows 
and  filters  within  the  Department  of  Public  and  Assisted  Housing. 
The  middle  management  has  no  contact  with  residents — no  con- 
tact— so  the  decisionmaking  powers  are  left  solely  to  that  group  in- 
side. 

Mr.  Jenkins  has  been  trying  to  decentralize  the  Department  of 
Public  and  Assisted  Housing  since  he  has  been  in  office.  That 
means  listening  to  the  onsite  managers,  giving  them  operational 
control  of  that  site  and  responsibility  over  that  maintenance  staff. 

DPAH  has  been  operating  as  a  separate  entity.  Each  department 
does  exactly  what  it  wants  to  do,  with  no  accountability.  The  main- 
tenance staff  operates  on  its  own.  The  work  orders  are  not  followed 
and  if  they  are  followed  they  are  tabled  and  if  they  are  tabled  they 
are  trashed.  The  work  never  gets  done. 

I  could  see  if  it  was  one  or  two  properties  in  the  District  of  Co- 
lumbia suffering  from  poor  maintenance  and  management  and  ele- 
ments that  have  taken  over  and  destroyed  properties  to  the  level 
of  vacancy  and  abandonment;  but  it  is  many  properties. 

I  feel  that  Mr.  Jenkins  has  made  a  complete  and  strong  move 
when  he  hired  outside  people  to  come  in,  as  Mr.  Knox  fi-om  Boston. 
He  has  really  been  working  like  I  don't  know  what  in  the  mainte- 
nance department,  moving  some  of  the  maintenance  work  that  has 
been  stuck  in  the  mud  for  a  long  time.  Ms.  Bobo  from  Chicago,  our 
new  controller,  these  people  have  no  connection  with  the  political 
structure  that  is  in  this  city,  that  is  choking  the  hell  out  of  people 
in  public  housing. 

I  feel  that  Mr.  Jenkins  needs  the  support  of  this  subcommittee, 
this  Congress,  the  city  council,  and  everybody  because  it  is  not  him, 
per  se.  It  is  the  principle  that  we  are  standing  up  as  residents  to 
fight  for,  that  we  are  tired  of  the  directors  changing  in  less  than 
a  year  and  having  to  start  over  and  over  again  and  not  having  de- 
cent and  affordable  housing  to  live  in. 

As  a  resident  of  Valley  Green,  which  you  know  is  97  percent 
abandoned,  with  exactlv  12  residents  living  in  that  complex  right 
now,  we  were  scheduled  for  a  major  modernization  under  Mr.  Price 
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and  Mr.  Turpin,  Mr.  Jackson,  Madeline  Petty,  all  those  directors. 
Every  time  it  changes,  they  have  to  go  back  and  spend  months  and 
months  to  redo  this  and  that  and  the  other. 

Mr.  Jenkins  has  tried  to  move  his  modernization  packages.  He 
does  not  have  the  skilled  people  within  modernization  to  develop 
that  type  of  schedule  and  work  so  he  is  lacking  in  qualified  staff 
in  that  whole  department. 

It  is  unreal  to  blame  a  person  for  what  you  know  to  be  your  fault 
when  you  lay  off  people  and  do  not  have  maintenance  staff,  man- 
agement staff,  or  anybody  who  can  be  accountable  to  move  what- 
ever it  is  to  move  to  get  public  housine  vacancies  turned  around. 

I  am  here  to  say  this:  I  did  not  mind  being  stepped  down  as  the 
chairperson.  Actually,  I  enjoyed  it  very  well  because  it  allows  me 
to  stand  up  for  something  that  is  real.  That  is  that  we  need  some- 
body to  help  with  the  despair  in  this  city. 

I  now  understand,  there  are  a  lot  of  people  connected  in  our 
lives.  Our  lives  are  not  working  for  us  now  because  of  the  social 
architecture  as  well  as  our  living  conditions.  There  has  to  be  a  two- 
fold process  in  order  to  get  everything  to  turn  around  in  public 
housing. 

They  say  that  80  percent  of  crime  is  in  or  around  public  housing. 
That  may  well  be  true.  Look  at  public  housing.  Look  at  the  despair. 
When  you  have  to  live  in  despair,  you  live  with  negative  thoughts 
and  negative  behavior  and  not  wanting  to  do  anything. 

When  you  live  with  hope  and  the  ability  to  be  a  part  of  some- 
thing— which  the  Secretary  expressed  earlier  today,  that  including 
residents  in  the  participation  and  the  process  of  making  the  prop- 
erty work  itself  is  important.  If  you  do  not  include  them,  you  are 
going  to  get  just  what  you  have. 

I  teel  tnat  with  training — I  think  most  of  all  with  trust.  I  think 
most  people  do  not  trust  people  in  public  housing  that  are  in  other 
levels  of  government  because,  if  they  did,  they  would  actually  know 
how  to  solve  this  so-called  major  problem. 

This  major  problem  is  not  so  major  to  us  because  we  see  it  as 
a  solvable  problem.  We  say  to  many  people:  "Just  ask  us;  we  could 
tell  you  what  we  need  and  how  we  can  get  out  of  this  mess,"  but 
it  is  not  willing  to  be  applied  in  a  partnership  effort  from  the  other 
side. 

I  say  that  the  local  government,  the  Federal  Government,  and 
our  Congress  are  all  responsible  for  the  things  that  are  happening 
because  when  you  have  to  do  the  hands-on  job,  as  Mr.  Jenkins  has 
to  do,  and  making  sure  that  services  are  provided  for  the  residents 
of  public  housing,  then  it  becomes  a  whole  new  ballgame  than  pa- 
perwork and  legislation. 

It  has  to  move.  The  legislation  presented  for  people  and  set  up 
for  people,  it  has  to  move  to  work  for  people  and  it  is  not  working 
for  people.  It  is  on  paper  and  it  is  nice  and  beautifully  defined  but, 
when  it  gets  to  people,  it  does  not  work. 

I  would  like  to  ask  the  chairman  if  maybe  he  might  look  at  turn- 
ing it  around  and  catching  the  elevator  down  and  letting  people 
have  a  great  deal  of  input  on  what  is  needed  in  their  lives  in  public 
housing  and  you  will  see  that  they  are  very  intelligent,  smart  peo- 
ple. What  the  media  projects,  and  what  society  projects,  is  that 
"poor"  means  "a  lack  of." 
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"Poor"  to  me  is  a  state  of  mind.  You  can  be  comfortable  at  £my- 
thing  you  do  if  you  are  educated  well  enough  and  know  that  this 
is  a  process  of  movement.  You  cannot  expect  people  to  move  if  you 
have  all  kinds  of  laws  dictating  to  them  that,  "This  is  how  it  is  be- 
cause you  are  poor." 

There  has  to  be  some  levels  of  upward  mobility  and  exiting.  You 
have  a  welfare  system  that  just  lets  people  sit  around  and  die,  re- 
ceiving government  funding  with  no  accountability.  That  is  not 
going  to  nelp  us  any.  It  has  not  helped  us  at  all.  We  have  poor  edu- 
cation, we  are  not  accessible  to  the  system — only  when  it  wants  to 
lock  us  up  or  cut  us  off.  That  is  not  the  wav  it  is  supposed  to  be. 

[The  prepared  statement  of  Ms.  Massey  follows:! 
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MARCH  22,  1994 

GOOD  MORNING  CHAIRMAN  PETERSON.  CHAIRMAN  FLAKE  AND 
MEMBERS  OF  THE  SUBCOMMITTEE  ON  EMPLOYMENT,  HOUSING 
AND  AVIATION.  MY  NAME  IS  JACQUEUNE  M.  MASSEY,  PRESIDENT 
OF  THE  VALLEY  GREEN  RESIDENT  COUNCIL,  INC,  AND 
CHAIRPERSON  OF  THE  DISTRICT  OF  COLUMBIA  RESIDENT  COUNCIL 
ADVISORY  BOARD.  I  HAVE  RESIDED  IN  PUBUC  HOUSING  FOR 
TWENTY-THREE  (23)  YEARS  AM  HERE  THIS  MORNING  TO  SHARE 
WITH  YOU  .SOME  OF  THE  MANY  PROBLEMS  PLAGUING  PUBUC 
HOUSING  DSr  THE  DISTRICT  OF  COLUMBIA  TODAY.  SOME  OF  THE 
PROBLEMS  TENANTS  ARE  EXPERIENCING  WITH  THEIR  APARTMENTS 
ARE: 

A.  LEAKING  ROOFS 

B.  HOLES  IN  WALLS 

C.  BAD  PLUMBING 

D.  NO  FIRE  OR  SAFETY  EQUIPMENT 

E.  FAULTY  ELECTRICAL  EQUIPMENT 

F.  FAULTY  KITCHEN  APPLEANCES 

G.  RAW  SEWAGE  BACKUPS  (DUE  TO  POOR  MAINTENANCE) 
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2 
DPAH    HAS    A    POOR    RECORD    WHEN    IT    COMES    TO    THE 
PERFORMANCE  OF  MAINTENANCE  ON  PUBUC  HOUSING  STIES. 
SOME  OF  THE  REASONS  FOR  THIS  ARE: 

A.  INABILITY  OFUPPERMANAGEMENT  AND  MAINTENANCE 
TO  MOVE  WORK  ORDERS  (PM  lO'S).  THE  WORK  ORDERS 
Srr  ON  A  DESK  AND  PILE  UP. 

B.  LACK  OF  COMMUNICATION  BETWEEN  THE  PROPERTY 
MANAGERS  AND  THE  REGIONAL  MANAGERS.  THE 
PROPERTY  MANAGERS  WORK  ON  THE  HOUSING  SITES 
AND  KNOW  WHAT  NEEDS  TO  BE  DONE,  BUT  THEIR 
REQUESTS  ARE  OFTEN  IGNORED  BY  THE  REGIONAL 
MANAGERS  WHO  DON'T  CARE  OR  DON'T  HAVE  THE 
ABILITY  TO  DO  THEIR  JOBS. 

C.  UNSKILLED  MAINTENANCE  WORKERS 

THE     VALLEY     GREEN     SITE     IS     97%     VACANT.     AWATTrNG 
MODERNIZATION-  SOME  OF  THE  PROBLEMS  AND  DANGERS  OUR 
RESIDENTS  FACE  WITH  VACANT  BUILDINGS  ARE: 
A.      VAGRANCY 
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B.  FIRES 

C.  VANDALISM 

AS  YOU  KNOW,  m  ORDER  FOR  QUALITY  MAINTENANCE  WORK  TO 
BE  DONE  ON  PUBLtC  HOUSING  STIES,  YOU  NEED  QUALIFIED  STAFF, 
SKILLED  MAINTENANCE  WORKERS  AND  THE  CORRECT  AMOUNT  OF 
STAFF  TO  GET  THE  JOB  DONE. 

THANK  YOU, 


JACQUELINE  M.  MASSEY 
PRESIDENT,  VALLEY  GREEN 
RESIDENTS  COUNCIL,  INC. 
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Mr.  Peterson.  I  appreciate  very  much  you  being  with  us  today. 

You  may  have  heard,  I  went  over  and  spent  some  time  with  Mr. 
Jenkins  and  his  whole  staff.  I  met  the  gentleman  from  Boston  and 
the  lady  from  Chicago  and  so  forth.  I  was  impressed.  It  seemed  to 
me  that  they  were  on  the  right  track  and  appeared  to  be  focused 
on  the  problem. 

It  is  curious  to  me  what  is  going  on  here.  What  do  you  think 
about  all  this?  I  was  not  aware  of  this.  You  were  fired  yesterday 
too,  or  what  happened,  or  you  quit,  or  what? 

Ms.  Massey.  Yes.  She  sent  me  a  letter. 

Mr.  Peterson.  She  sent  you  a  "Dear  John"? 

Ms.  Massey.  It  said  that  I  was  in  support  of  Mr.  Jenkins 

Mr.  Peterson.  And  so  you  are  out? 

Ms.  Massey  [continuing].  And  she  felt  that  I  no  longer  needed 
to  be  the  chairperson. 

Mr.  Peterson.  What  is  your  impression  of  Mr.  Jenkins?  Do  you 
think  he  is  doing  the  right  thing  as  best  he  can? 

Ms.  Massey.  I  think  he  is.  I  think,  too,  because  he  has  a  lawyer's 
mentality,  he  is  able  to  research  better  what  is  needed  to  move 
public  housing. 

Also,  too,  Valley  Green  has  been  waiting  for  a  major  moderniza- 
tion for  some  time,  as  I  said.  There  were  powers  that  be  that  want- 
ed to  demolish  Valley  Green  because  of  the  demographical  area  it 
was  sitting  in  and  the  urban  revitalization  of  all  this  stuff  that 
they  are  talking  about. 

There  had  already  been  over  $1  million  spent  in  the  site  inspec- 
tions and  the  A&E  plans  for  Valley  Green  so,  all  of  a  sudden,  the 
new  concept  came  up,  that  Valley  Green  was  not  built  as  a  conven- 
tional public  housing  site.  It  was  privatelv  owned  and  bought  by 
the  city  so  the  structure  of  it  is  structurally  sound.  It  was  already 
determined.  Somehow  or  another,  when  things  chanjjed  up,  they 
stopped  that  and  went  back  to  this  demolishing  Valley  Green  and 
put  all  those  other  plans  on  hold. 

Mr.  Jenkins  took  time  out  to  research.  With  the  Comp.  Grant 
and  CLAP  money  as  it  presently  stands.  Valley  Green  could  not  be 
demolished  and,  since  it  was  structurally  sound,  let's  move  forward 
with  the  modernization.  Well,  he  could  move  forward  with  the  mod- 
ernization but  he  does  not  have  staff  to  put  plans  together  to  move 
the  scheduling  packages  so  it  can  go  to  HUD  so,  here  we  have  an- 
other problem,  and  the  problem  goes  on  and  on  and  on. 

Mr.  Peterson.  Yes.  I  don't  know  if  it  would  be  appropriate  but, 
if  you  have  some  of  these  folks  that  would  like  to  talk  to  me,  I  will 
come  out  and  have  a  meeting  with  residents  of  public  housing  and, 
if  you  want  to  help  us  organize  it,  I  will  come  out  and  do  it. 

Ms.  Massey.  I  certainly  would. 
Mr.  Peterson.  OK 
Ms.  Massey.  I  appreciate  that. 
Mr.  Peterson.  You  bet. 

Ms.  Massey.  I  will  call  Ms.  Adler  and  set  it  up  with  her. 
Mr.  Peterson.  You  set  up  some  evening  and  I  will  come  out  and 
you  get  whatever  folks  want  to  come  and  talk  to  me  and  we  will 
listen  to  you. 
Ms.  Massey.  I  certainly  appreciate  it,  sir. 
Mr.  Peterson.  OK. 
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Ms.  Massey.  Thank  you  so  very  much. 

Mr.  Peterson.  We  will  let  you  go  on  to  your  other  meeting  and 
wish  you  luck. 

Ms.  Massey.  I  am  going  to  the  hearing. 

Mr.  Peterson.  Are  you?  Oh,  at  the  court. 

Ms.  Massey.  At  the  courthouse. 

Mr.  Peterson.  You  let  us  know  what  happens,  OK? 

Ms.  Massey.  I  certainly  will.  I  will  call  Ms.  Adler.  Thank  you  so 
much. 

Mr.  Peterson.  Thank  you.  Next,  we  have  Harold  Lucas,  execu- 
tive director  of  Newark  Housing  Authority.  Thank  you  for  your  pa- 
tience. I  apologize. 

STATEMENT  OF  HAROLD  LUCAS,  EXECUTIVE  DIRECTOR, 
NEWARK  HOUSING  AUTHORITY 

Mr.  Lucas.  Mr.  Chairman,  I  am  saddened  that  the  rest  of  the 
committee  is  not  here  because  we  in  Newark  think  we  have  some- 
thing to  say. 

Listening  to  the  hearing  this  morning,  I  share  with  our  colleague 
from  Washington  that  a  lot  of  the  background  and  problems  in 
public  housing  have  been  rehashed  by  the  IG,  the  GAO,  Assistant 
Secretary,  and  others,  and  the  pointed  questions  that  were  asked 
by  members  of  the  committee  really  focused  on  some  of  the  prob- 
lems that  have  been  crystallizing,  I  guess,  across  the  years. 

It  is  really  a  shame  that  it  takes  so  long  for  a  troubled  housing 
authority  to  become  untroubled  and  so  forth  and  so  on.  I  might  say 
that,  in  Newark,  I  have  been  there  since  March  1992,  and  the  sor- 
did past  of  Newark  is  legendary.  Everyone  knows  about  this  and 
we  have  read  about  it  across  the  years. 

We  are  happy  to  say  that  we  will  not  rehash  the  problems  of 
Newark  City  or  the  Newark  troubled  housing  authority  past  but  we 
are  here  on  a  brighter  note,  that  note  being  that,  in  1993,  about 
a  year  and  several  months  after  coming  on  ooard,  we  were  taken 
off  that  "troubled"  list  for  the  first  time  since  the  "troubled"  list 
began. 

Without  going  into  the  major  reconstruction  that  we  had  to  do 
in  Newark,  I  would  just  like  to  point  out  that  we  looked  at  the 
Newark  Housing  Authority  when  we  came  in,  we  brought  in  a  new 
management  team,  and  we  decided,  as  someone  said  earlier,  that 
public  housing  needs  to  be  run  like  a  business. 

We  took  that  approach  and  we  created  a  three-part  organization 
where  the  executive  branch  had  two  assistant  executive  directors. 
We  divided  the  inside  operations  away  from  the  outside  operations, 
the  inside  being  administrative,  fiscal,  budgets;  the  outside  oper- 
ations being  maintenance,  management,  security.  We  kept  separate 
and  apart  the  legal  department,  the  executive  office,  as  well  as  the 
public  relations  side. 

By  doing  that,  we  established  a  check  and  balance  approach  to 
public  housing  so  that  this  unconnected  operation,  as  our  colleague 
from  Washington  had  talked  about,  no  longer  existed.  We  had 
maintenance  working  with  management  and  then  we  had  the  fiscal 
people  checking  that  the  maintenance  people  were  spending  the 
money  right  and  they  could  not  get  the  money  without  the  other 
people,  so  we  had  the  checks  and  balances,  not  unlike  the  Congress 
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and  the  Senate  and  the  House  and  the  judicial  and  the  executive 
branch. 

More  important  than  just  bringing  it  into  a  business  type  of  oper- 
ation, what  we  did  is  we  noticed  that  the  major  problem  with  pub- 
lic housing  across  the  nation,  troubled  public  housing,  is  that  they 
have  antiquated  business  systems.  They  have  no  computers.  They 
have  these  manual  operations.  You  can  never  get  the  type  of  infor- 
mation that  you  need. 

HUD  is  a  paper  organization,  so  you  spend  90  percent  of  your 
time  filling  out  forms  manually.  The  information  that  you  are  try- 
ing to  put  on  the  form  is  dated  by  the  time  it  gets  to  where  it  is 
supposed  to  go. 

We  took  the  time  out  to  step  back  and  we  instituted  an  automa- 
tion plan  that  is  called  a  LAN  system  where  we  actually  invested 
millions  of  dollars  of  our  management  improvement  money  not  in 
people  but  in  machines  and  we  took  that,  we  hired  programmers, 
that,  we  tried  to  get  the  best  we  could  find,  that  could  write  pro- 
grams and  not  buy  canned  programs. 

We  developed  a  system  where  we  now  can  track  every  work 
order,  we  can  track  eveiy  hour,  we  can  track  our  employees,  we  can 
go  through  all  these  thmgs  at  a  moment's  notice  so,  if  there  is  a 
report — ^"now  many  work  orders  did  you  have  today?  How  much 
was  the  productivity  today?  What  does  the  general  ledger  look  like 
today?  Where  is  the  money  being  spent  today?" — we  can  actually 
pull  those  things  up  in  a  second. 

We  found  that,  by  understanding  where  our  operation  is  going, 
just  knowing  where  it  is,  allowed  us  to  make  corrections  in  that 
process  and,  by  doing  that,  enabled  us  to  beat  the  PHMAP  game. 
PHMAP  is  a  report  card  and  sometimes,  you  can  get  a  good  grade 
but  that  does  not  necessarily  mean  that  you  are  doing  good  work. 
It  just  means  that  you  can  get  a  good  grade. 

What  we  did  is  we  made  sure  that  we  could  get  a  good  grade  and 
that  we  understood  what  we  were  doing  by  doing  that,  we  were 
able  to  turn  the  administrative  part  around  at  Newark  and  also, 
by  turning  it  around,  the  employees  and  the  residents,  after  being 
down  so  long,  said:  "Wait  a  minute.  Maybe  we  are  not  so  baa. 
Maybe  we  can  do  better."  We  did  do  better. 

Again,  I  think  that  the  most  important  thing  that  happened  is 
that  once  we  got  our  house  in  order  administratively,  we  initiated 
a  more  comprehensive  dialog  with  HUD,  the  local  HUD  plus  the 
HUD  here  in  Washin^on.  We  talked  more  and  more  with  the  city 
of  Newark,  the  busmess  community,  the  residents,  the  labor 
unions,  the  Civil  Service  people. 

By  getting  this  dialog  together,  we  began  to  change  and  improve 
the  outdated  policies  that  had  really  hurt  the  Newark  Public  Hous- 
ing Authority  across  the  years.  By  doing  this,  we  insisted  that  we 
become  a  part  of  the  community  rather  than  apart  from  the  com- 
munity. 

So  many  times,  public  housing  authorities  are  set  apart  from 
their  communities.  They  have  been  built  on  reservations,  we  say, 
for  the  poor.  They  have  been  set  aside.  They  are  too  dense.  They 
have  been  avoided  by  the  police.  They  have  been  avoided  bv  others. 
We  felt  that  there  was  a  better  way  to  ^o,  we  then  brought  every- 
body together,  perhaps  for  the  first  time  m  the  city  of  Newark  and, 
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by  just  doing  that,  we  were  able  to  get  good  results.  But,  the  efforts 
that  went  into  that  allowed  us  to  set  a  new  program  of  new  con- 
struction started. 

Where  Newark  had  not  built  a  house  in  a  number  of  years,  and 
there  was  a  legend  that  we  could  not  build  a  house,  we  built  659 
new  units  in  tne  last  18  months  which  allowed  us  to  begin  to  de- 
molish some  of  these  highrise  buildings  that  you  may  have  read 
about  in  the  newspaper. 

How  does  one-for-one  replacement  help  or  hurt  the  city  of  New- 
ark? That  is  really  why  we  are  here.  It  has  created  in  the  city  of 
Newark,  which  is  a  land-poor  city  a  very  divisive  situation.  Newark 
is  the  fifth  most  dense  city  in  tne  country.  It  had  439,000  people 
in  1950  and  it  now  has  275,000  today.  Public  housing  units  went 
from  3,000  in  1950  up  to  about  12,000  today.  As  the  population 
went  down  in  people,  tne  population  in  public  nousing  went  up. 

The  decisions  that  were  made  back  in  the  1950's  and  the  1960's 
to  build  public  housing  built  these  reservations  for  the  poor,  they 
put  an  image  on  Newark  that  it  was  the  highrise  family  public 
housing  king  of  America,  maybe  next  to  Chicago. 

What  happened,  we  wound  up  with  these  buildings  not  really 
working.  I  understand  that,  back  in  1984,  the  Newark  Public  Hous- 
ing Authority  made  a  plan  they  sent  to  HUD  that  said,  "We  really 
cannot  manage  these  buildings;  they  should  be  demolished."  It  was 
approved,  at  some  point  and  Newark  began  to  depopulate  these 
highrise  buildings. 

When  this  depopulation  took  place,  the  plan  was  to  build  a  lower, 
less  dense  public  housing  stock  for  the  city  of  Newark.  In  1988, 
one-for-one  replacement  came  in,  which  put  a  kibosh  on  that  de- 
population effort  because  Newark  could  not  replace  that  number  of 
public  housing  units,  which  was  somewhere  around  3,000,  with  the 
land  that  it  had,  other  than  put  the  housing  back  on  the  failed 
sites  that  it  already  had,  which  did  not  make  a  lot  of  sense.  These 
buildings  just  languished  there  and  stayed  vacant,  or  partially  va- 
cant, for  some  time. 

We  have  heard  this  here  today,  about  Newark  received  $17  mil- 
lion across  the  years  on  vacant  buildings  and  it  seems  like  it  was 
a  waste  of  money  to  do  that.  The  most  troubling  part  is  something 
that  the  committee,  I  am  sure,  does  not  know. 

We  have  two  complexes  in  Newark  called  Hayes  Homes  and 
Scudder  Homes,  about  2,030  units.  We  received  subsidy,  for  those 
units  last  year  alone,  $8  million  for  the  vacant  units  and  for  the 
occupied  units. 

The  operating  cost  for  the  same  complexes  was  $12  million.  In 
effect,  by  having  to  maintain  those  vacant  and  partially  vacant 
buildings,  the  Newark  Housing  Authority  basically  lost  $4  million 
in  its  operating  costs. 

How  does  that  happen?  That  happens  because,  when  vou  have 
buildings  like  that,  the  resources  that  you  have  are  plundered, 
"plundered"  may  be  a  strong  term,  but  it  means  major  systems  are 
not  working  but,  if  there  is  a  family  living  in  a  building,  you  cannot 
just  let  the  water  run;  you  can't  let  the  room  leak;  you  can't  let  the 
heat  go  down  so  you  have  to  go  in  there  and  do  the  things  that  you 
have  to  do  or  you  will  be  criticized  by  other  people  who  do  not  un- 
derstand what  the  economics  is,  here. 
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We  are  forced  to  spend  the  money  to  fix  the  buildings  on  the  ten- 
ants, the  few  that  are  there,  who  remain,  some  leave,  some  stay; 
the  advocates  argue  thai,  More  housing,  more  housing  at  any 
cost";  the  fiscal  people  say,  "This  does  not  make  a  lot  of  sense,  why 
don't  we  do  it  differently,  do  it  better";  and  we  are  about  trying  to 
ri^tsize  public  housing  in  Newark. 

When  we  look  at  the  surrounding  areas  from  Newark,  we  have 
in  the  city  of  Newark  about  39  percent  of  the  population  for  the 
county  of  Essex,  where  Newark  is  the  county  seat,  and  we  also 
have  84  percent  of  the  public  housing.  There  are  22  municipalities 
in  our  county.  Four  have  public  housing.  Three  combined  have 
1,600  units.  Newark,  on  the  other  hand,  has  about  10-11,000  units. 
The  other  18  have  none. 

The  county  is  small  so,  with  Newark  being  the  center  of  the  pub- 
lic housing  and  affordable  housing  units,  it  has  become  a  magnet 
for  low-income  families  from  all  throughout  the  county  and  other 
places  that  come  to  Newark  when  their  public  housing  and  their 
affordable  housing  needs  are  not  met  by  their  own  community. 

We  say  that  public  housing,  especially  in  a  place  like  Newark 
that  is  a  land-poor  city,  we  need  to  step  away  from  the  one  for  one 
as  we  know  it  today  and  I  think,  as  the  chairman  said,  the  meat 
axe  approach,  to  just  cut  it  down  and  forget  about  it,  that  might 
be  one  method  that  would  certainly  help  Newark  but  I  don't  know 
if  everybody  else  would  understand  that. 

There  are  some  other  things  that  can  be  done  and  that  is  to  have 
some  flexibility.  We  heard  that  word  today,  "flexibility"  but  flexibil- 
ity means  common  sense.  You  need  to  have  a  common-sense  ap- 
proach of  providing  affordable  housing  to  people  who  need  it. 

The  blanket  approach  of  some  legislation  and  regulation  that  we 
are  all  faced  with  really  does  not  give  us  the  ability  to  use  common 
sense  sometimes  in  solving  our  problems.  I  don't  know  if  we  will 
ever  be  able  to  legislate  common  sense  but  it  is  certainly  something 
that  needs  to  be  thought  about  when  we  start  to  write  these  rules 
and  regulations  that  are  going  to  govern  how  we  have  to  manage 
our  public  housing. 

I  will  basicallv  stop  here  by  saying  yes,  a  troubled  housing  au- 
thority in  an  urban  area  can  get  off  the  troubled  list  and,  one-for- 
one  replacement  does  not  help  land-poor  cities  like  Newark  when 
we  are  trying  to  reduce  our  densities,  we  are  trying  to  rnake  public 
housing  safe,  sanitary,  and  affordable,  and  we  would  like  to  have 
better  housing,  notjust  more  housing,  for  our  residents. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Lucas  follows:] 
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TESTIMONY  OF  HAROLD  LUCAS.  EXECUTIVE  DIRECTOR,  NEWARK  HOUSING 
AUTHORITY  (NHA)  BEFORE  THE  HOUSE  SUBCOMMITTEES  ON  EMPLOYMENT, 
HOUSING  AND  AVIATION.  CONG.  COLLIN  C.  PETERSON  (D-MINN).  CHAIRMAN; 
AND  GENERAL  OVERSIGHT,  INVESTIGATIONS,  AND  THE  RESOLUTION  OF  FAILED 
FINANCIAL  INSTITUTIONS,  CONG.  FLOYD  H.  FLAKE  (D-NY),  CHAIRMAN. 

MARCH  22,  1994 

Chairpersons  Peterson  and  Flake,  members  of  the  subcommittees,  staff  and 
guests.  Thank  you  for  inviting  me  to  testify  today.  My  name  is  Harold  Lucas.  I  am 
the  Executive  Director  of  the  Newark  Housing  Authority  (NHA).  The  NHA  owns 
10,689  public  housing  units  and  manages  1 ,200  Section  8  certificates  and  vouchers. 
Accordingly,  the  Authority  is  the  1 1th  largest  public  housing  agency  in  the  continental 
United  States.  Also,  the  Authority  is  one  of  only  a  couple  of  agencies  in  the  nation 
with  an  active  Urban  Renewal  Program. 

Before  I  describe  to  the  committees  the  particulars  of  the  NHA,  I  would  like  to 
take  a  few  minutes  to  give  you  an  overview  of  the  City  of  Newark.  This  information 
will  help  you  understand  the  current  progress  with  the  City. 
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I.   OVERVIEW  -  CITY  OF  NEWARK  j 

Newark  is  the  largest  city  in  the  State  of  New  Jersey  and  the  46th  largest  in 
the  nation.   With  275,000  people  in  its  24  square  mile  area,  it  has  the  5th  highest 
density  among  American  citites.    Newark  is  the  core  of  a  four-county  metropolitan 
region  with  1 .9  million  people,  making  it  the  17th  largest  such  region  in  the  country,      j 
It  is  comprised  of  many  different  ethnic  groups,  with  the  majority  of  its  population 

! 

Black  and  Hispanic. 

The  City  of  Newark  has  one  of  the  premier  transportation  networks  in  the      1 
nation  and  the  best  in  the  region.  Newark  International  Airport  is  the  fastest  growing      j 
airport  in  the  U.S.,  handling  over  28  million  passengers  annually.  Port  Newark  is  the      I 
largest  containership  port  in  the  country.  The  city  is  the  hub  of  seven  major  highways 
including  the  Garden  State  Parkway  and  the  New  Jersey  Turnpike.    Pennsylvania 
Station,  situated  in  the  central  business  district,  provides  train  and  bus  transportation 
for  70,000  commuters  daily. 

Institutions   of   higher  learning  are  well   represented   in  the   city,   with   5 
universities  and  colleges  having  a  total  enrollment  of  26,000  students.   Newark  has 
6  major  hospitals,  including  the  University  of  Medicine  and  Dentistry  of  New  Jersey,      j 
It  also  has  the  renowned  art  and  cultural  centers  of  Symphony  Hall,  the  Newark  Public 
Library  and  the  Newark  Museum. 

Despite  these  considerable  assets,  in  1 986,  Newark  was  a  city  beset  with  the 
problems  of  despair,  decay,  neglect,  poverty,  unemployment  and  crime. 

The  figure  of  275,000  people  living  in  Newark,  based  on  the  1990  census,  is 
a  drop  of  37%  of  its  population  over  the  1950  number  of  439,000.    The  City  of 
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Newark  was  left  with  a  predominantly  minority,  poorly  skilled  work  force  that 
systematically  was  redlined  out  of  the  mortgage  and  home  improvement  markets.  In 
1986,  the  City  of  Newark  instituted  a  development  program  that  consists  of  7,500 
new  units  of  housing  with  25%  for  low  and  moderate  income  families.  This  housing 
initiative  by  the  City  of  Newark  was  in  addition  to  the  public  housing  program  run  by 
the  Newark  Housing  Authority. 

As  stated  earlier,  Newark  has  seen  a  substantial  drop  in  population;  however, 
during  the  same  period,  the  increase  in  public  housing  has  been  dramatic.  Since 
1950,  Newark's  population  has  decreased  from  439,000  to  275,000,  while  the 
number  of  public  housing  units  has  increased  from  2,955  to  10,689  (See  Exhibit  2A). 
While  it  is  anticipated  that  Newark's  population  will  remain  stable,  the  NHA  is 
currently  constructing  an  additional  1,777  new  units  of  public  housing. 

Overall,  the  City  of  Newark  has  approximately  1 2,000  affordable  non-public 
housing  units,  i.e.  Section  8,  HUD-assisted,  State-assisted  housing.  This  number 
combined  with  the  10,689  public  housing  units,  1,200  Section  8  certificates  and  the 
1,777  new  units  to  be  constructed  by  the  NHA,  represents  just  under  40%  of 
Newark's  housing  stock. 

This  high  percentage  of  affordable  housing  has  made  the  City  of  Newark  a 
magnet  to  low  income  families  from  the  areas  and  towns  surrounding  Newark.  Two- 
thirds  of  Newark's  24  square  miles  are  occupied  by  a  seaport,  airport,  public  buildings 
and  other  non-housing  complexes,  reducing  the  residential  space  in  the  City  to  one  of 
the  densest  in  the  country. 
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On  a  national  level,  Newark  has  the  highest  density  (defined  as  the  number  of 
public  housing  units  per  thousand  population),  38.9  units;  second  is  Atlanta,  at  34.2 
units;  and  third.  New  Orleans  at  27.3  units,  of  the  1 1  largest  housing  authorities  in 
the  continental  United  States  and  Puerto  Rico  (See  Exhibit  2B). 

The  true  nature  of  Newark's  share  of  public  housing  becomes  even  more 
evident  when  Essex  County  where  Newark  is  located,  is  reviewed  (See  Exhibit  2C). 
Of  the  22  municipalities  in  the  County,  onlv  four  administer  public  housing  while  the 
other  18  have  no  public  housing.  All  of  the  authorities  can  be  classified  as  urban. 
Newark  has  10,689  units  under  Annual  Contribution  Contracts.  The  other  three 
authorities  combined  have  only  1,660  units.  Thus,  Newark,  with  about  34%  of  the 
County's  population,  has  about  87%  of  the  County's  public  housing  units. 

II.   OVERVIEW  -  NEWARK  HOUSING  AUTHORITY 

The  NHA  operates  approximately  10,689  units  of  public  housing,  which  houses 
over  30,000  residents  in  35  developments.  Total  operating  budget  is  approximately 
$65  million  with  1,200  full-time  employees. 

The  NHA's  housing  stock  is  comprised  of: 

•  low-rise  public  housing  units  (24%) 

•  high-rise  units,  including  elderly  (67%) 

•  scattered  site  townhouse  units  (9%) 

Of  its  current  10,689  unit  inventory,  approximately  3,000  units  are  unoccupied 
and/or  scheduled  for  demolition.    The  majority  of  those  3,000  units  are  scattered 
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among  the  high-rise  family  buildings.  In  addition,  \,111  new  townhouses  are  being 
constructed  pursuant  to  a  Federal  lawsuit  filed  by  the  Newark  Coalition  for  Low 
Income  Housing. 

In  the  most  recent  20-year  period,  as  with  most  PHAs,  the  NHA  had  not 
received  enough  modernization  funds  to  adequately  maintain  its  housing  inventory. 
Within  the  last  two  decades,  the  NHA  received  approximately  $10  million  annually  to 
perform  major  repairs  in  30  complexes.  The  average  age  of  those  complexes  are  40 
years  old  and  virtually  every  complex  is  in  dire  need  of  a  major  system  upgrade.  In 
fact,  the  NHA's  physical  needs  assessment,  estimates  approximately  $600  million  to 
bring  the  aged  inventory  up  to  present  habitability  standards.  Presently  the  NHA 
receives  approximately  $38  million  annually  for  capital  improvements. 

Even  with  a  projected  five  year  $  1 80  million  under  the  Comprehensive  Grant 
Program  (CGP),  it  will  take  15  years  at  this  rate  for  the  NHA  to  have  available  the 
required  funds  to  rehabilitate  all  of  its  current  complexes. 

The  Authority,  after  years  of  spending  and  wasting  money  in  the  maintenance 
and  upkeep  of  high-rise  family  buildings,  had  concluded  prior  to  1988,  that  this  type 
of  housing  does  not  work.  The  high-rise  developments  in  Newark  were  poorly 
designed  in  their  inception  and  literally  stacked  large  families  on  top  of  each  other. 
The  massive  number  of  families  living  in  these  complexes  taxed  major  systems,  which 
resulted  in  a  shorter  useful  life  of  the  structures. 

Underfunding  capital  improvements,  coupled  with  inadequate  maintenance, 
served  to  increase  major  system  deterioration  in  the  high-rise  complexes.  The  failure 
of  major  systems  led  tenants  to  enjoin  the  NHA  in  a  rent  strike  during  the  1970s, 
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which  was  the  country's  longest.  During  the  strike,  the  NHA  was  forced  to  cut  down 
its  maintenance  and  other  services  at  the  other  high-rise  sites.  As  a  result,  the 
majority  of  the  Authority's  high-rises  fell  prey  to  functional  obsolescence.  The  rent 
strike  symbolized  the  failure  of  public  housing  in  Newark  and  placed  the  Authority  on 
the  brink  of  bankruptcy  as  it  entered  the  1 980s. 

By  1 984,  the  Authority  had  adopted  a  Master  Plan,  calling  for  the  demolition 
of  the  majority  of  its  high-rise  family  public  housing.  At  the  same  time,  the  Authority 
began  building  low-rise  scattered  site  townhouses  to  take  some  of  the  "sting"  out  of 
losing  so  many  high-rise  units.  Four  NHA  high-rise  family  complexes  containing  3,973 
units,  Hayes,  Scudder,  Columbus  and  Kretchmer  Homes,  were  deemed  non-viable  and 
plans  for  their  demolition  were  devised.  To  that  end,  the  Authority  began  de- 
populating the  high-rise  units  and  deferred  maintenance  as  a  cost  saving  measure. 
These  plans  were  approved  by  HUD. 

It  should  be  noted:  at  this  point,  the  Authority's  goal  was  to  replace  some  of 
the  high-rise  units  with  lower  density  low-rise  units  to  improve  the  quality  of  life  for 
its  residents.  Moreover,  it  was  clear  when  compared  to  the  surrounding  communities 
that  Newark  was  over  saturated  with  public  housing  based  in  its  declining  population 
and  the  abundance  of  other  assisted  housing  located  in  the  city.  It  was  believed, 
maybe  somewhat  naively,  that  the  other  rriunicipalities  would  absorb  the  loss  of  units 
in  Newark  and  provide  their  own  fair  share. 

The  NHA  has  a  waiting  list  of  approximately  8,000  families.  Of  that  8,000 
families,  15-20%  do  not  list  Newark  as  their  home  address.  The  NHA  estimates  that 
the  number  of  applicants  from  other  municipalities  on  the  waiting  list  would  double 
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if  consideration  were  given  to  the  nunnber  of  non  Newark  families  using  Newark 
addresses.  This  is  further  evidence  that  other  municipalities  have  not  provided  their 
fair  share  of  public/affordable  housing  opportunities  for  their  needy  residents. 
Moreover,  based  on  a  55%  rejection  rate  by  NHA's  potential  tenants  of  NHA  units, 
and  our  surveys,  the  great  majority  of  our  family  applicants  prefer  townhouses  or  low- 
rise  housing  versus  the  units  in  high-rise  complexes. 

III.    NHA'S  TROUBLED  PAST 

The  Newark  Housing  Authority  has  been  plagued  with  the  designation  of 
"troubled"  since  1979.  HUD  reached  this  conclusion  based  upon  the  Authority's 
performance,  at  that  time,  and  every  year  thereafter  as  the  NHA  was  unable  to  meet 
the  minimum  financial  and  operational  requirements  to  be  considered  an  appropriately 
managed  agency.  In  April  1992,  one  month  after  being  hired  by  the  NHA,  my 
administration  began  to  reverse  the  negative  trends  at  the  Authority. 

Our  new  administration  initiated  a  series  of  organizational  restructuring, 
designed  to  achieve  functional  efficiencies.  For  example~the  Agency  was  divided  into 
three  sectors,  headed  by  the  Executive  Director  and  two  Assistant  Executive 
Directors,  each  having  direct  but  separate  responsibility.  These  work  groups  were 
reorganized  into  three  functional  areas: 

(1)  Executive  (Legal,  Redevelopment  and  Public  Relations) 

(2)  Administration  (Finance,  Budget  and  Personnel),  and 

(3)  Programs  (Housing  Management,  Modernization  and  Security) 

This  restructuring  provided  a  functional  leadership  triangle,  which  achieved  a 
streamlined  executive  approval  process,  organizational  check  and  balance,  as  well  as 
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Executive  backup  (SEE  ORGANIZATIONAL  CHART,  Exhibit  3).  In  addition,  we  created 
a  flatter  structure  by  redefining  the  original  work  groups,  which  were  over  25,  and 
distilled  them  into  only  17. 

With  the  Executive  structure  solidified,  we  recruited  the  best  professionals  in 
the  marketplace  to  staff  critical  positions.  After  re-assigning  staff,  we  crystallized 
corporate  challenges  for  staff,  eliminated  extraneous  activities  that  diverted  resources 
from  our  corporate  mission  and  realigned  financial  resources  to  priorities. 

We  then  developed  a  comprehensive  automation  plan  that  entailed  the 
following:  hiring  the  best  computer  experts  available  (to  write  programs  internally), 
committing  financial  resources  to  a  long-term  plan  and  training  staff  on  state-of-the-art 
computer  systems.  Next,  a  methodology  was  established  to  improve  corporate 
policies  and  procedures.  This  initiative  consisted  of  opening  a  new  and  more 
comprehensive  dialogue  with  resident  groups,  HUD,  the  City  of  Newark,  employee 
organizations,  trade  associations  and  the  Newark  business  community.  These  new 
alliances  served  to  facilitate  improvements  in  many  out  dated  policies,  helping  to  make 
the  NHA  a  part  of  the  Newark  community  rather  than  keeping  it  apart  from  the 
community  as  it  had  been  in  the  past. 

Most  importantly,  we  devised  methods  to  improve  and  measure  productivity. 
We  interjected  common  sense  in  the  negotiation  process  and  resolved  long  standing 
union  contracts.  As  part  of  the  process,  parity  between  titles  was  forged  and 
duplicative  titles  were  reduced.  In  the  face  of  union  and  civil  service  resistance, 
evaluation  of  employees  and  overdue  annual  increases  were  planned,  conducted  and 
scheduled  routinely.  As  a  result,  employee  morale  improved  and  as  did  productivity. 
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In  addition,  we  committed  the  agency  to  providing  increased  management  training  to 
all  field  supervisors.  We  established  with  the  labor  force,  production  goals  and 
developed  systems  to  track  employee  output. 

Finally,  after  a  complete  reorganization,  we  turned  our  focus  upon  improving 
the  level  of  communication  within  the  agency  and  externally.  To  achieve  our  goal  of 
casting  a  positive  image  of  the  agency's  progress,  we  created  an  effective  Public 
Information  Office.  The  primary  goal  was  to  establish  dialogue  with  local  media  to 
reveal  successes  to  our  staff,  residents  and  the  community  at  large. 
IV.    HUD'S  OVERSIGHT  OF  TROUBLED  PHA'S 

HUD  has  been  effective  in  its  primaary  role  as  a  monitor;  however,  it  is  very 
difficult  to  determine  HUD's  effectiveness  in  its  secondary  role  as  technical  assistance 
provider. 

Based  on  HUD's  inability,  due  to  regulations  and  legislation,  to  be  innovative, 
flexible  and  proactive  in  dealing  with  the  many  different  problems  at  troubled  housing 
authorities,  HUD  in  many  instances  is  rendered  ineffective  in  its  technical  assistance 
role.  Currently,  HUD  lacks  the  freedom  to  deal  with  a  housing  authority's  problems 
caused  by  community  issues,  historical  and  political  circumstances  or  organizational 
structure  that  may  not  be  addressed  in  a  handbook.  Many  of  the  answers  to  troubled 
PHA's  problems  cannot  be  addressed  by  the  'blanket  remedies"  available  in  the 
current  process.  Most  of  the  problems  at  PHAs  are  couched  in  community 
development  issues  and  require  strong  community  input  to  forge  long  range  viable 
solutions. 
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V.    RECOMMENDATIONS  TO  HUD  TO  ASSIST  TROUBLED  PHA'S 

HUD'S  takeover  of  troubled  PHAs  is  not  recommended  and  should  be  avoided. 
A  more  effective  alternative  is  to  develop  a  process  that  would  allow  a  task  force  to 
be  formed,  with  diverse  expertise,  consisting  of  public  and  private  professionals,  to 
assist  the  troubled  PHA  or  troubled  complex  with  its  most  critical  operational 
problems.  The  troubleshooting  team's  responsibility  would  be  as  follows: 

1 )  to  determine  the  existing  internal  and  external  barriers  for  the  PHA  to 
become  a  standard  performer  and; 

2)  to  devise  a  realistic,  attainable  action  plan,  in  collaboration  with  the  PHA, 
residents,  local  municipality  and  HUD. 

This  team  should  also  have  the  decision  making  authority  to  issue  waivers, 
funding  adjustments,  corrective  actions,  etc.  without  the  long  bureaucratic  process 
currently  in  effect  once  an  action  plan  is  agreed  to. 
(See  Exhibit  4) 

VI.    EFFECTIVENESS  OF  MO  A  PROCESS 

The  Memorandum  of  Agreement  (MOA)  concept  in  principal  is  very  good,  it 
facilitates  attention  where  it  is  needed  most  with  below  standard  performers.  As  a 
contractual  agreement,  it  is  effective  in  forcing  the  PHA  into  focusing  on  defining 
goals  and  strategies  to  reverse  negative  trends.  Also,  as  a  binding  agreement,  it 
forces  the  PHA  to  provide  feedback  about  its  progress  toward  fulfilling  its  stated 
goals. 
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However,  there  are  several  drawbacks: 

1 )  The  PHA  may  not  have  control  over  the  time  period  to  improve  from  a 
failing  grade  to  a  passing  grade.  When  a  PHA  is  labeled  "troubled",  it 
does  not  have  a  great  deal  of  leverage  with  HUD  to  request  more  than 
twelve  months  to  improve  in  failed  operational  areas. 

2)  The  PHA  may  not  have  the  available  resources  or  funds  to  perform  the 
necessary  tasks  within  the  specified  time  frame  to  correct  problems. 

3)  HUD'S  "blanket"  Rules  and  Regulations  in  many  instances  hinder 
expedited  solutions  to  problems  due  to  the  federal  bureaucracy  that 
governs  all  of  our  activity. 

Sometimes,  common  sense  decisions  conflict  with  HUD  regulations  which 
effectively  eliminate  developing  effective  improvement;  i.e.  one  for  one  replacement, 
vacancy  reduction  goals,  procurement  of  service.  Historic  &  Environmental  Protection 
rules,  etc. 

VII.   ONE-FOR-ONE  REPLACEMENT 

BACKGROUND 

In  1988,  42  U.S.C.A  1937P,  the  statue  which  gave  local  PHA's  authority  to 
demolish  public  housing  was  amended,  to  require,  the  one-for-one  replacement  of  any 
unit  of  public  housing  scheduled  for  demolition.  Subsequently,  a  group  called  the 
Newark  Coaltion  for  Low  Income  Housing  received  a  federal  court  order  enjoining  the 
demolition  of  Scudder,  Hayes  and  Kretchmer  Homes,  because  the  Authority  did  not 
plan  (nor  did  it  have  the  funding)  to  replace  all  of  the  units  to  be  demolished. 
Columbus  Homes  was  allowed  to  be  demolished,  however,  subject  to  the  NHA 
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building  1,777  replacement  units. 
IMPACT 

One-for-one  replacement  has  had  a  devastating  impact  on  the  Authority's 
mission  to  provide  safe,  decent  and  sanitary  housing  for  all  of  its  residents  and  has 
proved  to  be  one  of  the  most  negative  and  created  one  of  the  most  divisive  situations 
imaginable  in  the  Newark  community  at  large. 

NHA,  City  leaders,  many  residents  and  the  business  community  supported  a 
leaner,  less  dense,  safer  and  more  modern  approach  to  public  housing  while  others 
have  argued  that  more  units,  high  rise  or  otherwise,  are  needed  to  meet  the  demand 
for  affordable  housing.  This  need  for  more  housing  has  merit,  but  it  should  not  be 
achieved  by  penalizing  one  community's  grov\^h  in  favor  of  another,  especially  when 
the  other  communities  have  not  developed  their  own  fair  share  plan  for  affordable 
housing. 

As  a  result  of  the  one-for-one  policy,  tenants  residing  at  failed  high-rise 
complexes  in  Newark  cannot  be  asked  to  move  out  of  unhealthy  environments 
because  to  do  so  would  be  tantamount  to  "constructive  demolition,"  a  violation  of  the 
one-for-one  law.  Moreover,  the  financial  cost  to  maintain  and  run  these  buildings  for 
the  few  remaining  families  is  tremendous.  For  example,  the  present  operating  costs 
for  Hayes  Homes,  for  less  than  250  occupied  units  of  the  1,459,  is  $8,700,000;  the 
operating  costs  for  Scudder  Homes,  for  approximately  1 26  occupied  units  of  the  620 
is  $3,700,000.  In  summary,  the  current  annual  operating  costs  for  Hayes  and 
Scudder  Homes  is  $12,400,000,  or  over  $4,100.00  per  occupied  unit  per  month 
versus  an  average  $500  per  unit  per  month  for  the  rest  of  our  inventory. 
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The  effect  of  the  one-for-one  replacement  has  also  plundered  the  resources  of 
the  NHA.  Because  the  one-for-one  law  prevents  the  Authority  from  vacating  buildings 
where  there  is  no  plan,  strategy  or  funding  to  repair  the  vacated  units,  the  NHA  found 
itself  in  the  unenviable  position  of  performing  expensive  apartment  repair  work  as  well 
as  repairing  major  systems  throughout  its  high-rise  family  complexes  that  are 
considered  non-viable. 

The  question  then  becomes,  does  it  make  sense  from  a  moral  and  fiscal 
viewpoint  to  allow  a  few  families  to  live  in  these  unsafe  and  unsanitary  structures, 
especially  when  the  NHA's  current  housing  program  can  absorb  them  throughout  its 
complexes.  Also,  in  a  land  poor  city  like  Newark,  there  is  no  space  to  rebuild 
sufficient  replacement  units  other  than  in  the  failed  high  rise  configurations  of  the 
past. 

In  conclusion,  one  of  HUD's  stated  goals  is  to  provide  safe,  sanitary  and 
affordable  housing  to  low  income  families.  Further,  this  housing  should  be  built  where 
possible  in  areas  that  are  not  concentrated  with  assisted  housing. 

Because  of  Newark's  small  physical  size  and  the  high  concentration  already  of 
low  income  housing  units,  both  public  and  private,  one-for-one  replacement  is  counter 
productive  since  it  forces  housing  patterns  and  conditions  on  Newark  that  perpetuate 
the  status  quo.  The  one-for-one  rules  have  no  serious  elements  that  allow  for  PHAs 
and  municipalities  to  make  needed  corrective  actions  in  their  housing  stock.  The  law 
seems  to  certify  that  all  of  the  past  public  housing  decisions  on  need,  configuration, 
construction,  location,  etc.  were  correct.  We  in  Newark  simply  say  that  this  is  not 
the  case  and  that  the  current  one-for-one  rule  must  be  modified  to  more  realistically 
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address  the  City  of  Newark  and  the  NHA's  current  and  future  housing  needs. 
VIII.  ALTERNATIVE  TO  QNE-FOR-ONE  REPLACEMENT 
The  requirennent  of  one-for-one  replacement,  in  an  era  of  scarce  financial 
resources,  is  impracticable  for  large  PHAs  such  as  Newark,  where  functional 
obsolescence  has  rendered  many  of  its  high-rise  public  housing  complexes  "non- 
viable." Accordingly,  we  recommend  the  following  alternatives  to  one-for-one 
replacement. 

1 .  Allow  Section  8  vouchers  to  be  used  in  place  of  the  construction  of  new  units. 
Currently,  one-for-one  replacement  requires  that  a  PHA  replace  a  demolished 
unit  with  a  new  unit.  Given  the  limited  funding  for  new  construction  programs, 
the  reality  of  building  new  units  is  dismal.  Thus,  It  is  suggested  that  the 
Section  8  vouchers  be  used  as  a  substitute  for  the  new  construction 
requirement  up  to  1CX)%  of  need  and  that  the  voucher  be  allowed  for  use 
immediately,  anywhere  in  the  State.  The  State-wide  use  of  these  vouchers 
should  allow  for  other  municipalities  to  service  their  "fair  share"  of  low-income 
families. 

2.  Exempt  high-rise  complexes,  which  have  been  determined  as  "non-viable"  and 
are  less  than  30%  occupied,  from  the  one-for-one  requirement  provided  that 
the  PHA  can  absorb  the  remaining  tenants  in  Its  existing  stock.  We  also  believe 
that  the  PHAs  should  be  allowed  to: 

•  demolish  obsolete  public  housing  units,  without  meeting  one-for-one 
replacement  requirements,  after  holding  public  hearings  and  subsequent 
HUD'S  approval; 
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•  replace  units  with  five-year  Tenant  Based  Assistance,  if  a  majority  of  the 
project  is  vacant  five  years  or  more; 

•  replace  housing  outside  of  its  jurisdiction; 

•  have  the  choice  to  do  replacement,  using  either  hard  units  or  Section  8 
authority. 

•  have  the  flexibility  for  the  municipality  at  large  and  the  PHA  through  a 
joint  planning  process  to  decide  whether  to  replace  units,  depending  on 
the  density  surrounding  the  neighborhood,  city  or  county. 

We  believe  that  the  implementation  of  the  aforesaid  alternatives  will  allow  large 
PHAs,  such  as  Newark,  to  function  and  manage  its  viable  housing  unit  stock  more 
effectively  and  efficiently.  In  essence,  PHAs  must  be  rioht  sized  to  address  the 
housing  challenges  of  the  future. 

IX.    SITE  AND  NEIGHBORHOOD  STANDARDS 

The  intentions  of  the  site  and  neighborhood  standards  found  at  24CFR941 .202 
are  to  insure  that  low  income  housing  developments  are  not  concentrated  in  a  few 
areas.  However,  in  a  city  such  as  Newark,  with  its  small  size,  limited  areas  suitable 
for  development  and  high  percentages  of  minority  and  low  income  residents,  the 
regulations  serve  as  a  barrier  to  any  new  low  income  housing. 

Section  941.202  (c)  states  that  the  site  for  new  construction  must  not  be 
located  in: 

"1.  An  area  of  minority  concentration  unless  (i)  sufficient,  comparable 
opportunities  exist  for  housing  for  minority  families,  in  the  income  range  to  be  served 
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by  the  proposed  project,  outside  areas  of  minority  concentration,  or  (ii)  the  project  is 
necessary  to  meet  the  overriding  housing  needs  which  cannot  otherwise  feasibly  be 
met  in  the  housing  area  market. 

2.  A  racially  mixed  area  if  the  project  will  cause  a  significant  increase  in  the 
proportion  of  minority  to  non-minority  residents  in  the  area." 

Section  941 .202  (d)  states  'The  site  must  promote  greater  choice  of  housing 
opportunities  and  avoid  undue  concentration  of  assisted  persons  in  areas  containing 
a  high  proportion  of  low  income  residents." 

"Undue  concentration"  has  never  been  quantified  and  is  subject  to  different 
interpretation  by  each  field  office.  Last  year,  HUD  had  proposed  a  rule  that  would 
have  quantified  the  concentration  at  a  40%  minority  population  threshold.  No  action 
has  been  taken  on  this  proposal. 

•  The  basics  of  Newark's  demographics  have  been  stated  above,  but  for  emphasis 
excerpts  will  be  repeated  here. 

Beginning  with  the  1950  census,  statistical  evidence  became  available  to 
support  a  phenomenon  that  had  apparently  begun  before  World  War  II,  but  was 
interrupted  by  mobilization  for  the  conflict:  the  shift  of  manufacturing  and  industrial 
plants  and  jobs,  and  of  white  and  black  middle  class  residents,  out  of  Newark.  While 
some  manufacturing  and  industrial  firms  have  stayed  and  expanded  and  others  have 
moved  into  the  City,  the  net  loss  of  jobs  over  the  past  four  decades  has  been 
enormous.  The  largest  percentage  job  grovt^h  has  occurred  in  very  low  paying  and 
very  high  paying  service  sector  employment,  creating  what  is  known  as  a  "dual 
economy." 
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While  there  has  also  been  a  huge  percentage  loss  in  population,  from  over 
400,000  in  1 950  to  275,221  in  1 990,  a  shift  in  its  composition  has  occurred  that  has 
left  the  city  with  a  predominantly  minority,  poorly  skilled  work  force. 

According  to  the  1990  U.S.  Census,  275,221  persons  lived  in  Newark  on  April 
1,  1990.  During  the  post-World  War  II  period,  the  City's  population  has  decreased 
by  39%,  from  438,776  in  1950  to  275,221  in  1990.  The  Census  recorded  that,  in 
1990,  of  its  275,221  residents,  Newark  had  78,692  whites,  or  28.6%;  161,084 
African-Americans,  or  58.5%;  624  American  Indians/Eskimos/Aleuts,  or  less  than  one 
percent,  and  3,259  Asians  and  Pacific  Islanders,  or  1 .2%.  Persons  of  Hispanic  origin, 
who  may  be  of  any  race,  number  69,204,  or  25.1%.  The  Census  further  showed 
tnat  23.8%  of  these  persons,  or  65,490,  were  under  15  years  old  and  9.3%,  or 
25,487,  were  65  years  and  over. 

While  the  1990  Census  shows  Newark's  economic  and  demographic  changes 
over  the  past  decade  to  be  quite  dynamic,  the  City  is  today  characterized  by  a 
predominantly  minority,  lower  income  population. 

Availability  of  Land  and  Location  of  Other  Assisted  Housing 
One  of  the  key  practical  determinants  regarding  the  location  of  new  housing  is 
the  availability  of  vacant  land.  The  vacant  land  which  is  available  for  development 
and  suitable  for  housing  is  property  that  has  come  under  city  ownership  primarily 
through  the  "in  rem"  tax  foreclosure  process.  Such  land  is  in  great  supply  in  the 
central  core  of  the  city  which  has  a  minority  population  greater  than  85%. 
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The  reasons  for  the  vacant  land  in  this  area  are  numerous.  This  was  the  center 
of  racial  disturbances  in  1967.  Many  buildings  were  destroyed  in  the  fires  and 
violence  which  accompanied  those  disturbances.  Many  others  were  abandoned  by 
their  owners  due  to  the  unstable  conditions  that  followed.  A  number  of  areas  were 
cleared  to  construct  limited  access  highways  which  never  materialized.  Still  other 
land  was  cleared  for  purposes  of  slum  clearance  and  urban  renewal.  The  City  has 
acquired  and  demolished  many  unsafe  structures  which  have  been  destroyed  by  fire 
or  acquired  through  tax  sales. 

Subsequently,  the  City  of  Newark  and  the  Newark  Housing  Authority 
determined  that  there  is  little  land  in  the  areas  of  mixed  racial  or  high  white 
concentration  available  for  construction  of  new  affordable  housing.  This  fact 
essentially  mandates  that  all  of  the  new  affordable  housing  must  be  built  in  areas  of 
predominantly  minority  concentration. 

As  a  practical  matter,  the  mandates  of  site  and  neighborhood  standards  that 
new  affordable  housing  be  sited  in  areas  of  non-minority  concentrations  cannot  be 
complied  with.  Even  more  ironic  is  the  fact  that  many  of  the  current  non-viable  sites 
that  have  high-rise  family  housing  could  not  meet  today's  site  and  neighborhood 
standards  if  the  same  number  of  replacement  housing  were  required  on  those  sites. 

Although  it  is  evident  that  the  past  practices  in  siting  public  housing  would  not 
be  acceptable  by  today's  standards,  if  we  are  to  provide  the  best  public  housing  to 
our  residents,  we  still  will  need  pragmatic  and  flexible  approaches  in  providing  this 
much  needed  housing. 
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EXHIBIT  4 
NEW  CONSTRUCTinN  PROflRAM 

In  1989,  the  Newark  Housing  Authority  under  mandate  pursuant  to  a  federal 
lawsuit  agreed  to  construct  1 ,777  new  townhouse  housing  units  throughout  the  City 
of  Newark.  These  units  were  to  be  built  as  scattered  site  townhouses  throughout  the 
City  of  Newark. 

In  an  effort  to  construct  these  units  on  a  turnkey  basis,  as  per  HUD's 
requirement,  the  Housing  Authority  was  unable  to  a)  attract  suitable  developers;  b) 
identify  sufficient  suitable  land;  and  c)  encourage  the  banking  community  to  invest  in 
this  program  notwithstanding  HUD's  assurances  that  the  construction  dollars, 
estimated  to  be  in  the  area  of  $250  million,  would  be  made  available.  Because  of  this 
non  cooperation  by  the  local  community,  developers  and  the  banking  community,  the 
Newark  Housing  Authority  was  unable  to  build  any  units  over  a  four-year  period. 

Under  our  new  administration,  we  were  able,  by  working  very  closely  with 
federal,  state  and  local  governments,  to  put  together  a  task  force  to  address  this 
problem.  The  task  force  included  the  Mayor  of  the  City  of  Newark,  the  Regional  HUD 
Administrator  for  the  New  York/New  Jersey  area,  the  Area  Manager  for  the  Newark 
HUD  office,  the  Commissioner  of  the  State  of  New  Jersey  Department  of  Community 
Affairs,  the  Executive  Director  of  the  New  Jersey  Housing  &  Mortgage  Finance 
Agency,  and  the  Executive  Director  of  the  Newark  Housing  Authority. 

Headed  by  the  Mayor,  this  task  force  was  to  have  the  highest  ranking  decision 
makers  from  the  major  housing  departments  at  the  federal,  state  and  local  levels 
available  to  solve  and/or  expedite  problems  confronting  the  construction  of  these 
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1,777  units  of  public  housing.  The  theory  being,  if  the  State  approval  process  was 
being  delayed  for  any  reason  (i.e.  Historic  Preservation  review,  Environmental 
Protection  review),  the  State  task  force  representative  would  take  full  responsibility 
for  getting  those  problems  solved.  If  areas  of  delay  were  found  at  the  local 
government  process  (i.e.  Zoning  Board,  Planning  Board,  available  City  land,  site 
locations,  and  building  permits),  the  Mayor  would  be  in  a  position  to  expedite 
solutions  to  those  problems.  If  construction  financing  became  a  problem,  the  State 
finance  agency  committed  to  provide  funds  through  their  bonds  and  other  financial 
resources.  The  regional  and  local  HUD  offices  were  there  to  ensure  expedited  and 
smooth  processing  through  the  federal  bureaucracy.  The  Housing  Authority's  role 
was  one  of  developer  selection,  procurement,  coordination  of  the  many  necessary 
tasks  and  the  overall  responsibility  for  final  construction. 

This  task  force  approach  for  the  construction  of  public  housing  was  the  first 
and  probably  the  only  one  in  the  country  today.  The  approach  is  very  successful  in 
that  we  were  able  to  find  solutions  very  quickly  to  routine  bureaucratic  delays  in  the 
production  of  public  housing  as  well  as  solving  the  many  conflicts  of  laws  and 
regulations  that  existed  between  the  federal,  state  and  local  government  statutes. 

This  process,  in  record  time,  has  resulted  in  the  Newark  Housing  Authority, 
since  October  1 992,  having  461  townhouse  units  under  construction  or  completed 
with  another  199  scheduled  for  construction  start  the  1st  of  April,  for  a  total  of  660 
turnkey  units  within  1 8  months.  This  task  force  process  is  clear  evidence  of  what  can 
be  achieved  when  governments  work  together. 
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Mr.  Peterson.  Thank  you  very  much  for  very  good  testimony.  I, 
too,  am  sorry  there  were  not  more  here.  You  never  can  organized 
these  things  so  that  it  works  out  the  way  you  want.  We  whI  keep 
at  it. 

Next,  we  have  David  Cortiella,  the  administrator  of  the  Boston 
Housing  Authority.  Evidently,  this  fellow  I  met  over  at  Washing- 
ton, DC  here  used  to  work  for  them,  or  whatever  he  did,  so  maybe 
you  have  an  opinion  about  what  is  going  on  at  the  Washington,  DC 
Housing  Authority. 

Mr.  Cortiella.  I  will  reserve  it. 

Mr.  Peterson.  Evidently,  you  have  done  some  good  things  up 
there,  according  to  what  he  was  telling  us  that  day,  so  we  welcome 
you  to  the  committee. 

STATEMENT  OF  DAVID  J.  CORTIELLA  ADMINISTRATOR, 
BOSTON  HOUSING  AUTHORITY 

Mr.  Cortiella.  Thank  you  very  much  for  the  invitation  and  al- 
lowing me  to  speak  a  little  bit  about  what  we  have  been  able  to 
accomplish  in  2  short  years. 

As  Mr.  Lucas  also  mentioned,  public  housing  authorities  that  are 
in  trouble  for  a  long,  long  time  also  have  a  light  at  the  end  of  the 
tunnel.  The  housing  authority  in  Boston,  is  the  fifth  largest  in  the 
Nation  with  over  15,400  units  of  public  housing  and  over  10,000 
units  of  section  (8)  housing — quite  a  bit.  In  just  our  public  housing 
units,  we  house  over  10  percent  of  the  city's  population  in  Boston. 
There  is  a  considerable  demand.  We  have  over  19,000  families  on 
our  waiting  list,  comprising  over  76,000  people. 

The  history  of  the  housing  authority  has  not  been  exemplary  on 
the  management  side.  It  has  been  wrought  with  receiverships  dat- 
ing from  1979  to  1990.  It  was  designated  "financially  troubled" 
from  1979  to  1984  and  then  "operationally  troubled"  from  1984 
until  1993 — 1  year  into  the  first  year  of  my  administration. 

Throughout  this  entire  period  of  receivership  and  troubles  was 
politics  with  a  big  "P,"  political  gridlock  going  on  and  fights  be- 
tween city  hall  and  the  housing  authority,  fights  between  the  board 
of  governors  and  the  housing  authority,  and  all  the  difficulties  that 
I  see  are  plaguing  the  Washington,  DC  Housing  Authority  and 
other  housing  authorities  across  the  country. 

How  did  we  get  it  done  in  2  short  years?  It  is  similar  to  Mr. 
Lucas  saying  we  had  an  eye  on  a  goal.  The  goal  was  to  stabilize 
public  housing.  When  I  took  over  in  April  1992,  in  our  Federal 
housing  program,  we  had  a  negative  reserve  of  $5  million.  That 
means  that  I  am  spending  May's  dollars  today,  so  I  am  waiting  for 
May's  money  to  come  in  to  spend  to  pay  off"  today's  bills. 

How  do  we  get  it  done?  We  put  a  premium  on  a  financial  turn- 
around. We  said  that: 

The  housing  authority  needs  to  end  the  6-year  chronic  overspend- 
ing, deficit  spending  that  we  had  been  under  for  too  long. 

Second,  that  we  had  to  improve  and  modernize  our  buildings  to 
ensure  that  we  had  better  maintenance  and  less  costly  mainte- 
nance systems. 

Third,  get  a  control  over  crime. 

Fourth,  improve  relationships  with  other  agencies.  As  the  woman 
from  Washington,  DC  said,  have  better  relationship  with  city  gov- 


212 

emment  as  well  as  with  the  institutions  that  surround  public  hous- 
ing. 

To  get  it  done,  I  assembled  a  team  of  highly  qualified,  energetic 
professionals  committed  to  the  goal  and  to  the  mission.  I  took  the 
necessary  fiscally  responsible  steps  that  are  important.  I  bit  the 
bullet  and  made  sure  that  I  addressed  the  political  issues  that 
plague  any  housing  authority  that  could  always  get  us  in  trouble 
and,  regardless  of  how  well  we  are  doing,  that  could  always  get  us 
fired. 

We  reduced  the  staffing  levels  by  27  percent.  When  you  RIF  a 
staff  that  deep  in  1  year  in  a  highly  unionized  town,  you  take  a 
risk;  but  you  have  to  take  it. 

Institute  central  controls.  If  you  are  going  to  stop  the  chronic 
overspending,  put  the  controls  in  place  to  stop  it. 

Establish  a  risk  management  department  so  you  can  put  controls 
over  the  runaway  insurance  costs.  Freeze  salaries.  Seek  alternative 
funding  and  then  seek  cost-effective  spending  through  better  pur- 
chasing. To  do  this,  we  initiated  financial  planning  and  forecasting, 
something  that  had  never  been  done  at  the  housing  authority  or  for 
a  long,  long  time. 

The  third  area  of  our  goal  was  making  sure  that  our  construction 
management  department  was  highly  organized.  If  we  are  going  to 
seek  better  living  standards  for  our  public  housing  residents,  then 
we  better  make  sure  we  know  how  we  are  spending  our  moderniza- 
tion funding,  regardless  of  what  limitations  the  funding  sources  put 
on  us. 

The  fourth  is  to  transform  a  policing  department  that  we  had.  As 
other  speakers  have  said,  more  and  more  we  are  going  away  from 
being  just  traditional  property  managers.  We  do  not  manage  public 
housing  units  in  urban  America.  We  manage  communities. 

We  must  work  to  stabalize  communities.  So  our  public  safety  de- 
partment is  transforming  from  a  traditional  response-driven  police 
deployment  to  a  community  policing  strategy,  problem  solving,  at- 
tacking the  issues,  and  creating  a  highly  visible  police  force. 

Finally  our  goal  was  to  put  the  Boston  Housing  Authority  as  an 
institution,  on  the  map.  Mr.  Lucas  said  ,if  you  segregate  it  as  an 
institution  from  the  rest  of  government,  from  the  rest  of  the  hous- 
ing policy  that  goes  on,  you  run  the  risk  of  becoming  irrelevant. 
Once  you  become  irrelevant,  it  does  not  make  a  difference  whether 
you  succeed  or  fail. 

We  did  not  do  this  alone  and  that  is  where  the  key  ingredient 
comes  in.  I  could  have  all  the  well  intentions  and  good  meaning 
and  whatever  it  is  that  I  have  of  good  government.  I  cannot  get  it 
done  by  myself. 

I  had  a  strong  regional  director  of  public  housing  in  the  local 
HUD  oflPce  who  did  two  things  for  us.  Doris  DeSautel  gave  us  her 
personal  support  and  guidance.  She  believed  in  what  we  were  say- 
ing. She,  as  Assistant  Secretary  Shuldiner  said,  did  not  sit  back 
and  watch  us  try  to  fail  or  watch  us  implement  the  plan. 

We  put  together  a  90-day  plan  and  they  said,  "Well,  we  dare 
you."  They  did  not  sit  back  and  say,  "We  dare  you  to  fail."  We  said, 
"We  dare  you  to  succeed,"  and  they  stepped  up  with  creativity  and 
with  ideas  and  with  funding  to  ensure  that  we  accomplished  it. 


213 

Then  they  supported  our  request  for  technical  support.  Not  only 
did  we  have  good  staff  but,  also,  we  needed  the  funds  to  be  able 
to  bring  in  additional  outside  staff.  As  you  said  earlier,  Mr.  Chair- 
man, HUD  bringing  in  a  private  management  team  is  an  important 
step  that  may  be  necessary  at  some  point  in  the  life  of  a  housing 
authority. 

However,  just  as  important  is  having  an  administrator  that  rec- 
ognizes that  we  do  not  have  all  the  answers  and  then  having  a  re- 
gional office  that  steps  in  and  says,  "OK,  we  will  allow  you  to 
spend  the  money  a  certain  way  to  bring  in  the  teams  that  you 
need." 

We  brought  in  financial  planners.  We  brought  in  a  community 
policing  professional.  We  brought  in  someone  to  help  us  with  our 
occupancy  and  our  screening  procedures.  We  brought  in  top  talent, 
experts  in  the  nation,  to  assist  us  in  plotting  a  course  for  redirec- 
tion. 

What  is  it  that  is  necessary?  It  is  not  just  the  support  or  just 
more  financial  support,  although  that  is  important.  It  is  the  kind 
of  attitude  that  the  support  has  attached  to  it. 

There  should  be  more  of  partnership  and  professionalism,  a  part- 
nership that  is  not  looking  at  you  with  one  upmanship,  trying  to 
point  out,  "Oh,  you  did  it  right"  or  "You  did  it  wrong"  or  "You 
didn't  cross  this  T  or  dot  this  I  or  submit  the  form  in  time." 

With  the  HUD  regional  office  I  took  an  attitude  and  I  recognized 
that  I  did  not  have  all  the  answers  so  I  went  in  with  a  very  open 
approach.  "I  am  not  doing  this  right;  however,  I  think  that  there 
is  a  better  way;  show  me, '  instead  of  what  we  in  government  feel, 
that  are  administering  really  difficult  housing  authorities  are 
asked  to  do,  we  are  asked  to  almost  hide  things  and  hide  behind 
spin  and  that  is  not  good  and  that  is  not  good  for  the  housing  au- 
thority. 

Managing  public  housing  is  a  difficult  task.  Why?  Because  we 
are  asked  to  do  an  incredible  amount  with  so  little.  We  are  asked 
to  house  the  poorest  of  the  poor,  manage  old  and  decrepit  housing 
plants,  have  insufficient  operating  capital  reserves,  have  endless 
reporting  requirements. 

Imagine,  just  at  the  Boston  Housing  Authority,  I  have  had  at 
least  three  auditors  for  each  of  the  39  past  weeks.  My  CFO  joined 
me  down  here  on  this  trip.  She  is  more  a  historian  and  an  archivist 
than  she  has  been  able  to  do  financial  planning  that  is  so  impor- 
tant. Similar  to  the  small  housing  authority  in  your  district,  Mr. 
Chairman,  we  too  have  to  put  up  with  so  much  paperwork  and  pa- 
perwork and  paperwork.  This  makes  it  very,  very  difficult  for  us 
to  constantly  recount  history. 

The  professionalism  which  we  advocate  for  also  requires  that  the 
rules  be  supportative,  they  stop  looking  at  us  as  if  we  didn't  meet 
this  handbook  or  this  guidebook  or  whatever.  Just  before  I  left,  for 
instance,  I  received  a  copy  of  the  program  review  for  the  BHA  from 
the  office  of  the  regional  inspector  general;  they  just  finished  doing 
a  performance  evaluation  of  the  Boston  Housing  Authority. 

They  came  in  with  a  different  attitude  than  had  been  exemplified 
by  the  reports  that  I  had  read  in  the  past.  The  reports  in  the  past 
were  always  dealing  with,  as  an  auditor  would,  "Did  you  meet  this 
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handbook,  did  you  not  meet  this  handbook,  did  you  follow  this  reg- 
ulation?" 

They  came  with  an  attitude  of  trying  to  explore  what  are  the 
deep-rooted  problems  in  the  housing  authority  which  do  not  permit 
us  to  continue  to  move  forward  and  away  from  the  "troubled"  sta- 
tus and  improve  the  living  conditions.  They  gave  me  five  rec- 
ommendations in  this  report  which  I  will  follow  because  I  firmly 
believe  in  what  they  had  to  say. 

That  is  the  kind  of  attitude  and  the  help  that  housing  authorities 
that  are  in  trouble  need,  not  the  "got  you"  approach,  but  a  profes- 
sional-looking approach  that  says,  '^e  will  assist  you." 

Not  all  housing  authorities — and  I  am  glad  that  the  question  was 
asked  of  the  AssistEint  Secretary — can  be  viewed  with  the  same 
handbook.  It  was  shocking  to  hear  that  75  percent  of  all  housing 
authorities  in  the  Nation  have  less  than  200  units. 

For  a  large  housing  authority  such  as  myself  or  Newark  or  oth- 
ers, we  do  not  share  the  same  kinds  of  problem  as  the  authorities, 
the  vast  majority  of  housing  authorities  in  the  Nation  face.  We  face 
other  kinds  of  problems  which  require  other  kinds  of  solutions. 

HUD's  policy — and  I  am  glad  that  Mr.  Shays  referenced  this — 
should  be  goal  oriented  and  it  should  be  performance  based  and  it 
should  be  toward  effectuating  improved  management.  There  are  a 
bunch  of  things  that  are  standing  in  our  way  and  I  would  like  to 
just  hit  on  two  issues. 

One  is  the  one-for-one  replacement  and  the  other  one  is  the  site 
and  neighborhood  standards,  as  I  was  asked  to  reference  because 
they  have  a  particular  effect  on  the  way  that  we  have  to  exercise 
our  judgment. 

Sound  judgment  and  good  practices  will  improve  the  efficiency  of 
any  housing  authority.  However,  the  policy  of  developing  new  pub- 
lic housing  units  instead  of  demolishing  them  stands  in  the  way  of 
efficient  management  and  it  gets  us  to  making  silly  modernization 
decisions. 

Let  me  give  you  an  example.  In  one  of  our  developments  where 
we  just  received  $50  million  to  modernize,  we  were  the  recipients 
of  one  of  the  first  awards  on  urban  revitalization.  We  want  to  thin 
out  that  development,  make  it  less  dense.  It  was  originally  built  for 
over  1,000  units.  It  is  presently  occupied  by  just  over  800.  We  want 
to  take  it  down  to  about  527. 

We  need  an  onsite  maintenance  office.  The  maintenance  office 
that  we've  designated  is  in  a  three-story  walkup.  A  three-story 
walkup  does  not  fit  as  a  maintenance  building  because  you  need  to 
have  all  the  activities  on  the  first  floor. 

What  do  we  have  to  do?  We  have  to  reconfigure  the  building.  We 
have  to  put  as  much  attention  as  we  can  in  reconfiguring  and 
knocking  out  walls  and  doing  as  many  breakthroughs  as  possible 
on  the  first  floor.  We  have  to  install  in  the  three-story  walkup  an 
elevator  and  then,  we  have  to  figure  out  what  we  are  going  to  do 
with  the  third  floor  so  that  we  could  have  accessible  space. 

What  does  this  do  for  us?  It  is  costly.  Do  you  know  how  much 
it  costs  for  me  if  I  have  an  employee  that  goes  out  on  workers'  com- 
pensation? At  least  $50,000  just  in  direct  costs  plus  an  additional 
tax  on  my  workers'  compensation  liability  bill  that  I  have  to  pay. 
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To  knock  this  building  would  have  made  all  the  sense  in  the  world. 
Can't  do  it. 

The  site  and  neighborhood  standards.  The  site  and  neighborhood 
standards,  the  way  that  we  look  at  it  in  Boston,  it  is  government- 
sanctioned  redlining  and  that  is  an  unfortunate  byproduct  of  a 
pretty  good  policy  gone  awry. 

It  is  government-sanctioned  redlining  because,  listen  to  this  one 
example.  Today  the  mayor  of  the  city  of  Boston  and  the  chief  eco- 
nomic development  officer  of  the  city  of  Boston  is  in  town  trying  to 
advocate  that  Boston  become  an  empowerment  zone  area. 

The  empowerment  zone  map  as  defined  in  the  city  of  Boston  in- 
corporates at  least  four  public  housing  communities.  At  Orchard 
Park,  there  are  surrounding  parcels  of  land  which  are  rat  infested 
and  have  raccoons  which  create  rabies  problems.  These  parcels  are 
a  blight  on  the  neighborhood,  they  are  a  security  threat  to  our  resi- 
dents. 

I  do  not  have  the  funds  to  be  able  to  replace  the  housing  I  am 
going  to  eliminate  on  the  site  by  building  new  housing  along  the 
perimeter.  Replacement  housing  is  blocked  because  of  impaction 
rules.  However,  as  my  mavor  in  the  city  is  looking  for  an 
empowerment  zone,  they  are  looking  for  a  pot  of  money  from  other 
sources  to  be  able  to  develop  those  parcels. 

I  have  the  money.  I  ask  that  I  be  permitted  to  develop  those  par- 
cels. Permit  me  to  redevelop  the  community  because,  at  the  heart — 
at  the  heart  of  the  policy — was  how  do  we,  one,  maintain  public 
housing  units  and  maintain  public  housing  viable  in  this  Nation 
but,  second  of  all,  how  do  we  foster  the  building  of  community? 

My  suggestion  is  that  there  be  more  of  a  case-by-case  review.  I 
am  encouraged  to  hear  the  Assistant  Secretary  is  calling  for  that 
also.  That  is  an  important  element  because  we  have  our  particular 
concerns  in  Boston,  as  does  Newark,  as  does  Washington,  DC,  as 
do  other  cities,  and  we  need  to  have  a  little  bit  more  flexibility  to 
deal  with  our  local  concerns. 

Second,  greater  flexibility  on  the  use  of  section  (8)  certificates  as 
replacement  housing;  and  third,  to  develop  the  task  forces  between 
the  housing  authority,  the  city  government,  as  well  as  the  local 
community  development  corporations  to  start  meeting  the  demand 
for  affordable  housing. 

I  want  to  thank  you  for  giving  us  the  opportunity  to  make  this 
presentation.  Congress  has  a  role  to  plav,  also.  It  has  shown  it  can 
be  innovative  and  it  can  push  HUD  in  the  right  direction  by  estab- 
lishing the  National  Commission  on  Severely  Distressed  Public 
Housing.  The  momentum  that  you  build  now  with  the  creation  of 
the  Office  for  Distressed  Housing  at  HUD  was  the  right  direction, 
was  the  right  policy  decision  at  the  right  time. 

As  a  word  of  caution — with  major  cuts  in  the  operating  subsidies, 
we  will  be  here  2  years  from  now  trying  to  figure  out  in  an  over- 
sight response  whether  we  should  have  or  we  should  not  have  cut 

that  deeply  into  it.  /.  /.  , 

I  am  so  glad  that  we  can  address  the  challenge  in  front  of  us  and 
that  we  have  also  opportunities  before  us,  to  try  to  rebuild,  nur- 
ture, and  sustain  livable  communities  in  public  housing. 
Thank  you. 
[The  prepared  statement  of  Mr.  Cortiella  follows:! 
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Testimony  of  David  J.  Cortiella 
Adqilnistrator,  Boston  Housicg  Authority 

March  22,  1994 


thank  you  for  the  c^ipbitunity 
Adtnloistiator  Of  a  hotuing  ai  fbatity 
receivership,  I  share  many  of 


to  testify  today  on  problems  in  public  bousbig.   As  the 
that  was  once  both  on  HUD's  troubled  list  and  in  cooit 
the  concems  that  caused  you  to  hold  these  hearings. 


It  is  a  time  of  great  presnise  and  great  challenge  for  public  housing  across  this  country. 
I  share  Secretary  Cisneros'  vision  of  strong,  viable  pijjiic  housing  ]  communities  whose 
rejuvenation  will  serve  as  a  catalyst  for  broader  urban  revitalization.  I  hope  HUD  will  continue 
to  support  local  housing  antlic  rities  in  meeting  the  difficult  challenges  we- face. 


I  will  Tatcp  my  lemarlc ; 
other  aspects  of  federal  hoosii  g 


Qyyrview 


Tlie  Boston  Housing 
With  15,400  Units  of 
home  to  nearly  10%  of  die 
neighborhood  in  the  City,  aoc 
nationality  and  race  present 


m 


to  Ae  ^jccific  questions  you  poae,  but  wlB  be  happy  to  discuss 
policy  that  relate  to  fbs  management  of  public  housmg  locally. 


A  Ohoiity  (BHA)  is  the  fifth  largest  housing  aofiiority  in  the  country. 

convene  onal  public  housing  and  10,000  units  of  leased  housiig,  we  are 

Cfty  of  Boston's  population.  We  have  housing  in  virtually  every 

our  highly  diverse  population  includes  members  of  nearly  every 

the  City  as  a  whole. 


Within  our  ccmventioi  lal  public  housing  program,  12,540  of  ibc  units  are  federally 
subsidized.  C^  these  12,540  sderal  units,  1,991  were  vacant  as  of  December  31, 1993.  The 
vart  m^ority  Of  these  vacanci£|s-1.594  of  the  l,99I-~are  attributable  to  scheduled  modcrm2ation. 
Thus,  we  have  an  adjusted  oqcupaocy  rate  of  97%. 
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There  ii  considerable 
19,774  househ<|>lds,  repieseotliiig 
list.  Thus,  wejhavc  more  peo:5l( 
14,245  households  waiting  foi 
number  would  !be  hi^ier,  but 
affordable  housing  is  incessant 
well. 


Icmand  for  our  housing.    As  of  March  14,  1994,  there  were 

76.000  individuals,  on  the  Authority's  public  housing  waiting 

e  waiting  for  our  housing  than  we  have  Uviag  in  it.  Theic  are 

subsidized  leased  housing  opportunities  through  the  BHA  (this 

|trc  closed  the  waiting  list  for  leased  housing),  Boston's  need  for 
placing  a  very  heavy  responsibility  on  us  to  manage  our  housing 


Unfortunately,  the  history  of  the  Boston  Housing  Authority  includes  periods  of  less  than 
exemplary  naaiiagemcnt.  As  a  result  of  a  class  actbn  suit  filed  by  tenants,  tbe  Authority  was 
placed  under  court  receivership  on  My  25,  1979  a&d  remained  so  until  S^tember  7,  1990. 
During  the  first  five  years  cjf  receivership,  the  Boston  Housing  Authority  was  designated 
"fmancially  troubled"  by  H^D  (from  1979  through  1984).  In  1985,  tbe  authority  was 
designated  "operationally  troubled",  a  designation  It  retained  until  January  1993. 

Over  the  last  two  years,  we  have  oiade  significant  changes  m  the  way  we  manage  our 
finances  and  dperatlons.  We  are  awaie  of  the  magnitude  of  the  resources  we  oversee.  In 
fedeacal  fimds  ilone  we  recelvi  nearly  $144  million  each  year  in  the  following  categories: 


Federal  Low-Rent  Housing 


Pederal  Leased 


Housing 


Federal  Moderniiation:  COP 
jDrug  Elimination 
iother  Federal  Grants 

TOTAL  FEDERAL  FUNDS  IN  FY94 


I  cannot  speak  extensiyely 
housii^  aolhdrities  (pha's), 
arrival.  I  canl  however, 
same.  . 


HUD's: 


$34.2  million 

69.8  million 

34.9  million 
2.6  million 
2.2miUion 

$143.7  millimi 


The  Atrthority  now,  tjappily,  is  off  the  troubled  list  and  moving  on  a  path  to  achieve 
excellence. 


Turning  Af^yyy^  V)  f^^rthnnPf 


about  die  effectiveness  of  HUD's  oversight  of  troubled  public 

;ince  Boston  was  removed  from  the  list  about  a  year  after  my 

disoiss  the  elements  of  oue  turnaround  and  HUD's  role  in  facilltoling 


When  il  arrived  on  Ajpril  1,  1992,  die  Authority  was  on  more  troubled  lists  than  just 
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the  overly  optmunic  reporting  H^  Authority  showed  an  operating  name  of  N^AmS  $3^ 
a  required  muumum  reserve  of  $7  million,  a  variaoce  of  more  thTsiOmSoiT 

^5-v,f^^^^  '^"^'y  ^  "^T^^nent  of  the  construction  progr^  was  so  troubled  that  HUD 
^ected  design  and  constmctipn  plans,  forcing  the  progmn  ^  a  virtual  standstm  7wk^ 
equivalent  state  agency  ftoze  |u  modernization  ftmds  b  the  pipeline; 

public  ;:niTlarorSSrar2"^  ^^  ^^^  «>  tampant  that  .hey  .ere  creating  . 


*  City  agencies  and 
so  were  no  longer  even 
of  our  residents. 


n  m-profits  found  the  BHA  to  be  uiHesponsive  and  uncooperative 
attemijting  to  uiclude  them  in  their  plans  and  programs,  to  the  detriment 


«,.  ..J^  clmilenge  was  dauAting.  I  began  immediately  to  asserhble  a  team  of  highly  qualified 
energetic  professionals  comnitted  to  transforming  the  Boston  Housing  Authorityhto  a  fX 
profession^,  »)nsive    ai^  naUonaliy-respected  entity.     To  this  end.  we  launched  a 
reorgamzjtion  which  has  tochided  the  creation  of  new  departments,  the  elimination  of  others 
and  the  change  in  focus  of  al^  of  them.  The  results  to  date  include  the  foUowing- 


0  We  ]^ve  taken  inajor  steps  toward  the  restoration  of  the  Anthority's  fiscal  stability 
We  inq>royed  the  Auihonty's  financial  condition  significantly  in  the  first  fiscal  ve» 
done, jvhile  we  Jinultaneously  laid  the  foundation  for  further  improvements      We 

?S^  ^Z  ^^A.ir'  ^^  '  "^  °P^^  «^^  (the  first  In  seven  years), 
vjsdy  restoring  dicco^dencc  of  our  funding  agencies,  our  audhore.  and  our  resLnts 
we  accomplished  this  ay:  ' 


-decreasing 
reorganization 


staffing     levels     through     an     authority-wide 

• —   ^  which   we  eliminated  positions  thix>ngh  a 

■yohmtary  retirement  program,  a  vohmlary  lay-off  plan,  and 
mvoluntary  la>j-oflrs;  i-     .  «m* 


-instituting  cditral  controls  over  purchasing  and  hiring  to  reduce 
.unauthorized  riqpeiriitares; 


I -establishing  k  risk  management  department  and  implementing 
i  employee  safdy  programs  to  r^ain  control  over  runaway  worimrs' 
;  compensatioa  posts; 
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-i-fircczing  salaribs  and  wages  at  FY92  levels  for  all  employees 
Except  those  nicmbers  of  unions  where  collective  bargaining 
digreements  wer^  aheady  in  place; 

-•-seefcing  alternative  funding  sources  to  reduce  the  e:q)cnsc8 
charged  to  the  (berating  programs;  and 

r-consolidating  purchases  wherever  possible  to  take  advantage  of 
bulk  discounts,  i 

1 
In  addition,  we  signif^antly  strengthened  our  financial  reporting,  to  identify 
future  problems  early  aiid  to  have  our  financial  statements  more  accurately  reflect 
fiscal  conditions.         '■, 

o  We  completely  reoijganlzed  flie  Construction  Management  Department  into  a 
new  Planning,  Designj  and  Development  Division.  Prior  to  April  1992,  most 
modernization  work  vm  done  by  in-house  crews.  While  well-intentioned,  the 
crews  were  never  ^equately  supervised  sM  were  consequently  grossly 
inefficient.  We  reduc«i  the  Authority's  in-house  construction  woik  force  from 
115  to  approxfanatelyi  15  today,  with  the  express  intent  of  publicly  bidding 
construction  contracts  ^dthin  the  framework  of  a  professional  project  management 
team.  j 

The  shift  in  approach  {from  an  in-house  design  and  construction  firm  to  one  of 
professional  project  management  of  private  designers  and  contractors  has  allowed 
us  to  undertake  a  compirehensive,  dty-wide  modernization  program!  Already,  the 
results  are  striking,  "ths  state  released  $30  million  in  previously  frozen  funds. 
Over  the  past  20  monkhs,  HUD  has  awarded  us  $70  million  in  comprehensive 
grant  funds,  $6  milllgn  in  MROP  (MaJOT  Reconstruction  of  Obsolete  Projects) 
funds,  $650,000  ia  HJOPE  I  monies,  $200,000  for  risk  assessment  relatfag  to 
lead-b4sed  pamt,  andi  $50  million  in  an  Urban  Revitalization  Demonstration 
(URD)'  grant  for  the  icomptoe  revitalization  of  the  Mission  Hill  Main  public 
housing  development.' 

o  We  have  begun  the  transformation  of  a  traditional,  reactive  public  safety 
department  into  a  prqactive  community  policing  force.  Instead  of  exclusively 
responiling  to  cmcrgeiicies,  our  officers  are  now  assigned  full-time  responsibilities 
at  a  development.  Their  woik  goes  Leyond  addressing  crime  that  has  occurred 
to  prexfenting  crime  tl^ough  police-citizen  partnerships.  Behig  site-based,  tatha 
than  cfcntral  office-balsed.  ofBcers  get  to  know  and  become  invested  in  thehr 
comm^tiea. 

We  have  designed  our  community  policing  effort  m  tandem  with  that  of  the 
Boston  Police  Department,  and  have  begun  program  implementatioa  at  five  pilot 
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^^L  y^  ^"^^^  PoUclng  has  quJddy  become  an  idea  ta  good  currency 
Strengthen  It,  helping  H  grow  to  be  as  effecUve  as  we  believe  it  can  be    We  hone 

\*i    ^  "P^  *^ '  P~«^  *°  '°<''"*' ""  8"A  family  devclopmems  In  the 
near  luture.  ,  «•  — »~ 

0  We  ^uccessftilly  res  toied  the  BHA  to  the  Institutional  map  of  the  Citv  We 
have  re-estabUshcd  col  aborallve  relationships  with  numerous  city  departmems- 
the  Boston  Redevelop,  nent  Authority  has  been  working  cooperatively  with  us 

SSt.f  ^  '^r?  '^^^^^'^'^^  of  neighborhood  demographics;  the 
PubUc  Facilities  Depa^eni  has  agreed  to  be  a  m^or  provider  of  r^aSnent 
housing;  the  Dq,artniint  of  Public  Works  Is  now  coorxlinattog  uS^cS^ 
J?7!f^  ^'^  omUiodemiration  program;  Boston's  Economic  Devdopment 
and  Industria]  Corpora^on  is  working  to  provide  more  BHA  residents  wlfli  job 
traming  and  employment  opportunities;  the  Transportation  Department  is  helpL 
us  unpjement  our  pW  for  adding  new  streets  through  our  developments  dS 
comprehensive  modenization;  and  the  Boston  Police  Department  is  a  partner  In 
comm-imty  policing.  f^iuici  m 


Not  only  have  we  boil! 
planning  with  non-pro 


relations  wift  city  agencies,  we  have  begun  coUaborative 
r—-~^  '""  """if-^"t  agencies  throughout  the  Qty  as  weU.  Recently  manv 
of  these  agmcies  haVe  offered  to  target  their  services  particularly  to  our 
population.  -^  efforts  are  resulting  in  a  wide  anay  of  services  becoming  tmly 
accessible  to  BHA  res  dents.  ^^      ' 


HUD  Sunpnry 

These  a:complishineBb  point  to  the  magnitude  of  the  change  that  is  possible  In  the 
SXo^;?:  °  "  ^"^^P°^»^^  ^"tfaority.  We  revived  sSant  suppT^^ 


1.  personal  siqjpOTt 
Desautel,  whfch  enabled  us 
programs  and  services;  and 


and 


guidance  from  the  Regional  Director  for  Public  Housing  Doris 
to  move  the  change  agenda  forward  while  maintaining  existing 


.2.   support  for  technical  assistance  to  strengthen  our  management  capabilities. 

a^..^^  "^J  ™^i  ""^  invaluable.  The  Regional  Director  allowed  us  to  'hit  the 
ground  runmng-  by  identifynig  strategic  areas  for  intervention  and  providing  astute  obsenSon^ 
of  conditions,  within  parts  k  the  Authority.  In  addition.  h^ToenZf^SlT^ 
management  team  gave  us  the  room  to  make  the  hard  decisions  necessary  to  move  forward    B- 
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expresslAg  conifldence  in  our  ]^lans,  the  Regional  Director  commimicated  to  residents  and  staff 
the  inieHtioD  of  HUD  to  stand  behind  the  new  direction  which  engendered  great  cooperation 
from  all  partlei. 

On  die  iechnical  assista  ace  side,  HUD  both  commissioned  a  comprehensive  management 
assessmient  repiort  of  all  BHA  operations  which  helped  us  focus  eariy  on  the  Authority's  most 
significant  proiilems,  and  pro  /ided  ttinds  for  discrete  pieces  of  consulting  work  to  move  the 
program  forwiid.  For  examile,  HUD  flinded  nationally-recognized  experts  in  the  fields  of 
community  policing  and  occupancy  policy  to  help  reorganize  our  public  safety  and  occupancy 
departments,  rfespectively,  anci  a  public  housmg  finance  expert  for  strategic  strragthening  of  our 
financial  posttiion.  These  contracts  proved  extremely  useAil  to  us  and  helped  the  BHA  achieve 
significant  portions  of  our  mission. 


More  Support  Needed 

In  large  part  because  of  the  support  described  above,  we  feel  we  are  on  the  right  path 
to  contimie  thik  agency's  draniatic  turnaround.  We  believe  in  HUD  intervention,  if  it  is  within 
the  frr%mewor]£  of  partnership  and  professionalism.  These  need  to  be  the  mainstays  of  HUD 
intervention,  4nd  require  a  significant  turnaround  in  approach  from  the  HUD  of  the  last  12 
years. 

Partnership-Not  One-Upsmnnship 


From  ^  beginning  o 
someone  rooting  for  me  to  suiceed, 
to  help  me.    'Because  of  this 
problenas  for  j  her  advice 
Unfortunately  j  I  do  not  thinlc 


'  my  tenure,  I  tho»ight  of  the  Regional  Director  as  a  teammat©- 

,  using  her  experience  to  guide  me,  and  mustering  resources 

attitude,  I  was  not  afraid  to  share  hiformation  and  bring  t^ 

Consequently,  she  has  \>eea  central  in  our  tnmaround  efforts. 

our  experience  with  HUD  is  typical  in  other  regions. 


Attitu<ftnally,  we  hav^  to  move  HUD  from  being  an  overseer  to  being  a  partner  with 
housing  authorities.  The  cMperience  and  insight  of  HUD  staffeis  can.be  very  helpfiil.  but 
bousing  authorities  shy  away  [when  they  thiolc  the  free  flow  of  infonnation  can  lead  to  punitive 
actions-.  To  become  a  pannejr,  HUD  and  the  Congress  need  to  recognize  the  tough  challenge 
before  housing  authorities,  ajid  get  beyond  the  rhetoric  of  blaming  authority  managers  to  the 

point  of  understanding  and  helping  th^. 

I 

There  is  a  lot  of  talk  diese  days  about  waste  and  mismanagement  on  the  part  of  housing 
authorities.  While  I  do  not  aoubt  that  some  of  this  occurs  in  places  throughout  the  country,  I 
want  to  step  ^ack  for  a  moment  and  place  these  accusations  in  a  context.  This  is  important, 
because  the  w^y  we  define  di^  problem  directs  the  solution,  so  to  identify  what  role  HUD  should 
play  requires  itfaat  we  first  Io6k  at  what  are  the  problems  we  are  tryii^  to  address. 
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oar 


^e  haijc  placed  wi  otr  nation's  housing  authorities  an  unbelievable  challenge  (and 
opportunity).  >Vc  ask  auftorifics  to  house  only  the  poorest  of  the  poor  (via  federal  occupancy 
policies  that  gi'  re  prcfareadal  ijoccptancc  to  homeless  individuals);  we  ask  those  in  the  northeast 


to  manage  ver}  old  and  often 
insufficient  opi;rating  and 
provides  far  le^  than  is 
endless  reportihg 
we  have  been  tinder  someone 
Management  Assessment  Pro, 
around  troubled  properties  (i. 


•idatcd  physical  plants;  we  expect  authorities  to  manage  with 

resources  (most  experts  would  agree  that  tiic  PFS  formula 

to  properly  maintahi  tt»  buildings);  we  burden  authorities  with 

and  constant  scrutuv  via  frequent  on-site  reviews  (anecdotaUy, 

review  non-stop  for  the  past  39  weeks)  and  the  Public  Housing 

am  (PHMAP);    and  throw  in  obstacles  in  their  efforts  to  turn 

.     .  ,   I  ,  she  and  nei^iboAood  standards  and  ono-for-one  iwlacement 

requirements).:  Let's  face  it-jhis  is  an  cjctremely  hard  job  to  do. 

Recognfezing  the  compjexhy  of  the  task,  we  must  then  recognize  that  good,  competent, 
well-moenUoncd  individuals  mky  not  perfotm  according  to  die  standards  set  for  managers  m  die 
private  sector  j/bem  the  tasks  ^  much  simpler  and  more  straight  forward.  Our  goal  should  not 
be  to  expose  these  hidividuals  as  somehow  less  talented,  but  rather  to  support  flieir  efforts  to 
perform  an  almost  undoabk  ttkk  and  at  the  same  tttne  change  the  conditions  that  can  be  changed 
to  make  the  taSk  less  mqxwsible  (the  next  section  of  this  testimony  will  address  some  of  these 
policies-here  I  focus  on  die  general  toiis  of  support  needed  by  HUD). 

HUD's  support  can  te  in  the  forms  of  strodured  guidance  and  sttategic  technical 
assistance,  as  was  ti»e  case  fa  us.  Again,  we  were  able  to  acceja  this  advice  and  help  because 
it  was  qflferedlas  a  way  to  sipport  us.  I  have  heard  from  my  counteiparts  across  the  country, 
however,  that  HUD  docs  not  ooUaborate  but  raflier  controls  via  tippcovai  itiquiiements  and  other 
ftit-pickmg.  Vou  cannot  run  dn  agency  from  one  step  removed,  so  HUD  would  be  weU  advised 
to  learn  to  tiua  and  sapport  die  pe(q)le  actually  runniig  the  agency-it's  the  only  chance  to  make 
it  work.  At  the  outset,  at  least,  strategic  support  and  team  building  dioold  be  In-second 
guessing  and  punitive  rolesldioDld  be  out.  With  this  as  the  basis,  teamwork  can  be  built 
around  sharedj  goals  and  professional  qiproaches  to  implementation. 


Piofes8ii>nalism:  Trusting  Judgment  ixjt  Handbooks 


When  We  sec  problem  i 
to  comie  up  with  rules  diat 
become  not  g^deposts  but 


in  the  way  some  people  handle  a  situation,  it  is  ahvays  fAmpring 
cfxlity  practice  as  we  would  like  it.   The  problem  is.  whw  rules 
rigid,  directives,  they  often  have  perverse  consequences. 


tatber 

PHM/[P  is  a  perfect  eranqjle.  Designed  to  ftmction  as  a  performance  appraisal  for 
housing  authorities,  PHMAPi  could  be  a  hdpfiil  way  of  spotting  iwoblems,  instead  becomes  a 
fbared  '"report  card".  The  c:  elusive  focus  on  nranbers  and  statistics  hivites  man^)Ulation  and 
attention  not  dn  actuaUy  scrvi  ag  resklents  better  m  the  long  run.  but  rather  on  taking  short  tcim 
actions  to  make  the  bdicators  nppeai  positive.  By  not  miroducing  qualitative  judgments  at  all, 
tibte  resblts  can  be  distcxted  aijid  can  misdirect  agency  attention. 
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For  exapiple,  Boston  fl:beTi£nced  record  snowfall  and  unusually  cold  weather  diis  year. 
Consequently,  We  had  record  aemand  for  our  maintenance  personnel.  We  can't  hire  additional 
people  because  we  have  no  sclurce  of  funds  to  do  so.  Nonetheless,  we  recognized  that  snow 
removal  was  critical  to  resident  safety.  We  mobilized  our  work  force  and  did  the  best  job  we 
have  ever  donfi~wc  even  received  a  citation  &om  a  state  legislator  for  being  a  model  landlord 
in  terms  of  snoW  safi^.  But  ip  spite  of,  in  fact  because  of,  this  top  pcrfomuince,  we  may  well 
slip  in  PHMAi>  maintenance  scores  which  nieasute  only  the  percentage  of  outstanding  work 
orders.  This  hkppens  because!  the  time  the  maintenance  staff  spent  on  snow  removal  (which  is 
work  that  is  n^t  generated  b^  work  orders)  was  not  spent  on  other  work  orders.  Wi±out 
additional  resources,  we  caonclt  do  everything  and  uncontrollables  such  as  the  weather  demand 
an  immediate  response.  Hadiwe  focussed  on  our  PHMAP  scores,  wc  would  have  made  flie 
"xational"  decikion  to  ignore  ib&  snow  and  instead  concentrate  on  reducing  the  percentage  of 
outstanding  work  orders.        ' 

i 
Clearly;  the  system  pu^  the  wrong  kind  of  pressure  on  agency  directors  and  undermines 

our  goals  of  long-term  effectiveness.   It's  also  incredibly  discouraging.   While  a  reasonable 

person  would  see  major  in^roVement  and  a  Wgh  level  of  service  in  our  performance  this  year, 

PHMAP  will  see  faihire.  This  makes  every  housing  authority  director  extremely  vulnerable  and 

suspicious  of  HUD  involvcme^ 


Instead:  HUD  can  fix  PHMAP  to  make  it  more  qualitative  (i.e.,  interject  human 
judgement  instead  of  fearing  i  ;-tiifi  essence  of  professionalism)  and  then  \ise  it  as  a  trigger  for 
useful  discussion  and  planning ,  The  emphasis  must  move  away  from  report  cards— which  makes 
all  parties  revert  to  school-age  behavior!  Professionalism,  then,  becomes  the  foundation  for 
effective  teamworic. 

A  good  exanq>le  of  dus  happening  recently  is  the  audit  of  the  BHA  performed  by  the 
Regional  Inspector  General's  Office.  Here,  the  auditor  did  not  report  on  whether  we  followed 
every  rule  in  the  relevant  HUt)  handbooks,  but  rather  asked  were  we  complying  with  the  bask: 
intent  of  the  regulations  and  acting  responsibly  and  reasonably.  The  result  is  a  report  that  we 
will  use  to  guide  our  actions-it  will  become  otir  focus  for  management  hsprovements  rather  than 
a  report  we  invest  hours  in  iieftiting.  This  must  be  the  direcdon  of  HUD  if  it  is  to  be  an 
effective  intervenor  in  housing;  authority  management. 

In  embiacing  this  new  jmode  of  professionalism,  I  thtak  we  have  to  begin  by  recogni2dng 
the  difference  between  a  housmg  authority  managing  250  units  and  one  managing  10,000  units. 
The  stMidards  of  judgment  tn^t  be  appropriate  to  the  task.  Currently,  one  set  of  rules  applies 
to  all  housing  authorities. 

It  also  suggests  that  ai  some  point,  good  judgement  may  say  that  a  housing  authority 
management  tfcam  is  not  capable  of  managing  the  agency.  There  can  be  no  good  checklist  to 
determine  thisi-rather,  once  jigaln,  we  must  rely  on  good  judgement.  In  these  cases,  HUD 
should  move  aggressively  tOjput  in  place  an  effective  management  team.  Once  done,  HUD 
should  switch  into  a  supportive  role  once  again. 


225 


PWbk^M  Rptoftd  tP  Dcmoliticjn  ami  R<ylac<anftnt  ffffyfing 


-rte  CoWittec  asked  hie  ui  comment  on  the  particular  problems  housing  authorities 

^^  abstract^,  it  Is  souk  housing  policy  to  require  pha's  to  develop  a  new  "hard"  Du^^ 
housing  uiJt  for  each  one  d^olished.  In  reality,  howev^.  implement  ZpS  c^ 
major  inefBciencies  aal  foice^rather  silly  modernization  strategies. 

Housing  Development.  Misa^n  HiU  is  our  most  severely  distressed  development  and  Is  slated 
for  total  revitaflzatlon  under  the  Uiban  Revltalization  Demonstration  progrin.  As  part  of  the 
renovation,  we  need  a  malntei^rc  building.  TTie  portion  of  lie  site  wheie  we  want  to  put  the 
mamtenanoe  buildmg  now  has  i  vacant  three-story  walk-up.  This  buUding  is  physically  isolated 
and  never  should  have  been  plated  for  residential  use.  But  since  it  once  was.  we  cannot 
demolish  it  aiKl  rebuild  it  because  we  cannot  afford  to  add  to  our  r«phicement  unit  rcouiremenls 
So  we  are  tryhig  to  make  a  madntenance  building,  which  requires  all  functions  to  bTon  the  first 
floor,  out  of  a  three-stoiy  bbllding.  We  have  to  add  an  elevator  and  go  through  other 
rnachmations  t6  make  an  expeisive  and  inefficient  building.  While  this  rehab  will  cost  rouehlv 
the  same  as  it  would  to  demolish  and  build  new,  the  t«hab  sohition  will  cost  much  moreto 
(Tcrate  and  be  frustrating  to  ^ork  hi.  It  will  require  more  hauling,  for  mstance,  and  just  one 
additional  worker  s  compensation  claim  per  year  costs  the  authority  about  $50,000  Put  simolv 
it's  a  dumb  sohition  dtetatcd  by  die  rules  instead  of  good  sense. 

Sfanilarly.  the  site  and  oel^iborhood  standards  exacerbate  the  difficulties  we  face  in 
trying  to  turn  around  troubled  sites.  On  the  one  hand,  they  are  difficult  to  hnpIemcnL  Sites 
suitable  for  nAiW-ftmily  hodsing  are  often  not  available  ia  neighborhoods  which  are  not 
considered  "ntpacted"  under  the  regulations.  In  addition,  the  acquisition  cost  of  the  few 
available  sites  drives  dcvelobmfint  costs  wdl  above  the  limits  imposed  by  other  HUD 
regulations.  j 

But  more  critically,  site  and  neighborhood  standards  undermine  our  efforts  to  build 
community.  They  make  It  difficult  for  people  who  dioose  to  stay  m  the  community  in  which 
they  live  to  do  so.  At  our  Orchard  Paiic  Development  (another  severely  distiessed  property 
undergoing  cdn^lete  rehablDtation).  for  example,  there  are  vacant  lots  adjacent  to  flic 
develojtoent  which  cause  seci  rity  prc^Iems.  It  would  be  beneficial  to  the  residents  and  to  our 
neighbors  to  fill  these  lots  wftji  new  housing,  and  such  action  would  reinforce  the  revhaliration 
of  comaiunlty  that  is  cwr  obje<jtivc  here.  Furthermore,  there  are  awkward  spaces  fai  our  current 
site  plan  wirich  could  be  corrected  by  the  addition  of  new  units  on  site.  But  we  cannot  have  our 
replacement  units  on  site,  $o  we  are  left  with  these  unused  spaaa  which  undermine  the  site 
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security  stiatcfer  which  triesjo  have  all  spaces  "claimed".   Clearly,  the  site  and  neighborhood 

1  HI  ^^l^uf  "l*^  replaccmbnt  housing  would  also  allow  housing  authorities  to  lelnvest 
in  di'^.tressed  K^orhoods.  .ather  than  taldng  the  economic  benefits  of  develo^SSS 
to  oeighborhdods  which  ar^i  already  economically  stable.  It  is  ironic  that  whUe  Boston  I 
working  hW  to  dcvdop  a  M>^tive  application  for  "Empowerment  Zone"  S^on  to 
^±:tf±f.  "^  ^  Pt^^-  neighborhoods,  the  BHA  is  prohibited  ftom  SS  Lh 


Investdients  itself. 


.,,  ^se  examples  point  io  good  policy  intentions  gone  awry.  Unable  to  negotiate  then-  wav 
^r&*rtr  '^^^"^^^^  r^l^m.^  housing  requireLnls.  public  housS^aSnS 
have  teen  forced  to  operate  untenable  developments,  which  may  have  4>licant  "r^otiSS^ 
of  70%  and  a^  "move  ouj"  rates  exceeding  20%.  Such  developments.  wherTno  one  waMs 
to  live,  and  wjuch  the  housing  authority  cannot  manage,  might  be  termed  -.tmcturally  vacant " 
smce  existing  regulations  do!  not  permit  a  comprehensive  solution  which  would  inake  thein 
manageable  ar,d  hvcable.  Essentially,  by  prechiding  sensible,  selective  actual  demolition  theS 
Hjcjes  condtom  entire  si^  to  nonsensical  virtual  demolition.  The  resulting  instability 
significanfly  increases  operat^  costs  and  exacerbates  the  existmg  elements  of  sodal  distress 

™v.i,  ^^°f™f^™  a°f  revitalization  of  distressed  public  houstag  Is  a  serious  business 
which  must  not  be  delayed  iy  the  competing,  though  equally  vital,  concerns  about  housing 
^ply  and  oijportunlty.  Thi  distinct  problems  of  public  housing  modernization.  affordaWe 
housmg  production,  and  fail!  housing  policy  should  each  be  addressed  in  their  own  rieht 
Linkmgtibcmfogetherthrou^thecuiTeni  "one-forKjne"  replacement  housing  policy  and  sitelmd 
!!fiSHf^''?^.'ff^'  solv^  none  of  them.  Rather,  it  wastes  scarce  federal  resources  on 
inefficient  capital  repairs,  while  condemmng  pha's  to  management  failure  and  residents  to 
unhvable  conditions.  j 

Here  afeain  we  need  t^  substitute  good  judgement  for  rote  appUcition  of  rales    If  we 
recognize  that  many  of  the  unifs  to  be  demolished  in  our  modemizatioD  programs  are  structaiallv 

vacMtt  anywajl.  we  can  decide  on  a  case-by^se  basis  not  to  require  replacement  housing  ^ 
condWqn  of  ^proval  of  the  ^emkation  package.  Where  replacement  is  appropriate,  we 
should  allow  fpr  greater  use  <|f  Section  8  certificates.  HUD  should  ask  authorities  tTsubmit  a 
senile  plan  (both  about  wMeh  units  to  replace  and  how  and  wber«  to  replace  them)  and  have 
HUD  work  together  with  municipalities  and  authorities  to  approve  and  nnplement  the  plan  The 
local  teams  (HUD,  housing  authorities,  and  cities)  can  detennine  whether  the  spirit  of  the  law 
as  opposed  to  the  narrowly-defined  letter  of  the  law.  can  be  met  with  the  replacement  program 
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1       ■  ■  11 

Congressional  RqI^ 

Congr^s  f^?"*^  ■■  ^  P'^y  »  loadership  role  in  helping  housing  authorities  face  th* 
chancngesof  the  1^'s.  Cjfccss  established  the  National  cSssio^o?  Sdy^^^ 

own  standard,  which  many  beheve  is  Inadequate,  represents  a  $2  million  loss  toT  Po<ion 
r;=:rt^btt,"^  ^  ^^^^  ^^  ^-^  ^^  P-Ses  aS°  ^gS^^o  'x° 

min',^St'^ilf  ^i^  fPP^''  ^^5  1~»^  ^^^  ^^'se.    As  I  understand  it 
Hiro  s  FY^  budget  would  fUd  housing  authorities  at  approximately  85%  of  PFS  a  sh^i 

more  than  20%  of  my  employ^  and  we  will  otice  agam  become  operationally  troubled-^le 
to  adequately  manage  and  majntain  our  housmg  stock.  n:ouoiea--unable 

■  i 

t^Tnh!nl^'^;^i^i^°'^^*°'^*''^"'^^ftin^totheye«^  When 

coinbined  with  the  redu^  m^nance  anticipated  ftom  theloS  of  operating  d^S"  it  adS 
^to  a  ^ou.  pattern  of  dlsj^to^  This  will  b^^mo^^^?^ 

reclaim  later,  it  is  wasteful  of^e  vakable  asset  represented  by  public  housinTLS  it  vS^ 
conditions  in  our  development  much  worse.  ""u^mig,  <ina  u  wm  maKB 

^v  i?^^  T*^  "^"^  ^'  preserving  this  very  valuable  asset  of  our  public  housing 
rtock  is  a  national  pnoniy.  ye  need  as  a  nation  to  invest  the  resources  necessSv  to^S 
HvaWecommumties.  As  an  oversight  committee.  I  urge  to  conect  the  probf^SSel  S^ 
^  ^  convene  new  hearings  a  year  fix«n  now  to  discover  how  sl^-dghtTtoSe  S 


really  were, 
Conclusion 


housing  authorities  as  we  rebu^d  our  nation's  urban  cores.  HUD  is^  S±S^5Z?1)iSti^ 
Steps  to  provide  housfag  auti^ritie.  with  th«  supports  they  need  to  ^Lto'S'  mS^ 

^^S^d^tr^"  "^  .^ii<«^.^^ri^.  combined  with  the'^  poHcy  S^ 
lecommended  above,  wiU  mke  a'  big  dlfferea:e  to  housing  authorities  as  toey  facTS 
ovet^l^  diaUenge  of  reading,  nurturir^,  and  sustailg  our  nation?  pSct^^s^ 
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Mr.  Peterson.  Thank  both  of  you.  Mr.  Lucas,  these  vacant  units, 
the  money  that  you  are — well,  I  don't  know  if  you  get  it  or  not.  You 
say  you  are  going  $4  million  in  the  hole.  What  is  it  spent  on?  Like 
they  said,  is  it  heat? 

Mr.  Lucas.  It  is  spent  on,  Mr.  Chairman,  it  is  spent  on  a  lot  of 
things.  It  is  spent  on  security;  it  is  spent  on  heat  that  is  wasted; 
it  is  spent  on  repairing  of  major  systems  for  very  few  people  in 
buildings;  it  is  spent  on  elevators  that  break  down,  when  we  only 
have  a  few  people  in  the  building  and  the  elevators  break  down. 

Mr.  Peterson.  If  you  only  have  a  few  people,  why  don't  you  close 
them  up  altogether  and  just  shut  everything  down? 

Mr.  Lucas.  We  are  currently  in  the  middle  of  a  lawsuit.  Federal 
lawsuit,  that  was  brought  by  the  Newark  Coalition  for  Low-Income 
Housing,  and  they  have  invoked  the  one-on-one  replacement  move 
in  terms  of  forcing  people  to  move  out  of  the  buildings. 

We  have  advocated  that  the  buildings  should  be  consolidated  or 
the  people  should  be  dispersed  into  our  other  housing  stock  which 
we  have. 

Mr.  Peterson.  Then  they  sued  you? 

Mr.  Lucas.  They  sued  us  and,  by  asking  people  to  move  out,  they 
call  that  constructive  demolition  so  they  are  saying,  by  forcing  peo- 
ple to  move  out,  that  will  then  cause  the  buildings  to  further  dete- 
riorate and  they  will  then  be  constructively  demolished  and  then 
that  will  be  a  violation  of  this  one-on-one  replacement  law,  which 
we  think  is  ridiculous,  but  that  seems  to  be  what  the  case  may  be. 

In  addition,  we  are  building  1,800  new  townhouses  and  we  can 
absorb  these  200  or  300  residents  within  this  new  townhouse  sys- 
tem or  in  other  public  housing  that  we  have  freshly  renovated  and 
there  seems  to  be  some  tenants  who  are  reluctant  to  move  for 
whatever  their  reasons — and  I  hope  they  are  not  disingenuous — but 
they  do  not  want  to  move.  "We  lived  here  for  10  years  or  20  years 
and  I  do  not  want  to  move."  They  are  living  in  some  of  the  worst 
conditions  I  would  say  imaginable;  and  we  are  just  in  a  dilemma. 

Mr.  Peterson.  Do  you  have  any  confidence  that  if  we  gave  the 
department  flexibility,  whatever  that  means,  on  one  for  one,  that 
by  the  time  they  got  done,  that  it  would  actually  work,  just  judging 
from  what  you  have  experienced  with  some  of  these  kind  of  things 
before? 

Mr.  Lucas.  I  think  the  department  today,  especially  with  Joe 
Shuldiner  and  Secretary  Cisneros,  who  have  come  to  Newark  on 
several  occasions  and  witnessed  our  dilemma,  together  with  their 
new  head  of  the  troubled  housing  department,  Kevin  Marchman, 
they  have  come  and  witnessed  it  firsthand  and  I  think  they  all 
three  agree  that  the  solution  to  this  problem  as  it  relates  to  these 
complexes  in  Newark  would  be  better  served  to  close  these  build- 
ings down,  relocate  tenants,  and  then  not  necessarily  demolish  the 
buildings  but  we  will  try  to  figure  out  what  is  the  best  use  of  this 
land  and  buildings  later  on. 

Mr.  Peterson.  Will  they  be  sued  if  they  do  the  right  thing? 

Mr.  Lucas.  The  basis  of  the  lawsuit  is  in  the  legislation. 

Mr.  Peterson.  If  we  fix  that,  you  think  that  there  will  not  be 
any  way  to  sue? 

Mr.  Lucas.  That  is  right.  If  you  eliminate  the  legislation,  then 
there  is  no  basis  to  sue  against. 
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Mr.  Peterson.  If  we  do  not  eliminate  it  altogether,  if  we  leave 
it  there  and  we  iust  say  that  it  is  going  to  be  flexible,  then  what? 

Mr.  Lucas.  I  think  flexible  would  mean  it  would  be  flexible  with 
some  points.  I  mean,  it  can  be  flexible  but  it  can  also  be  specific— 
if  there  are  situations  where  buildings  have  been  vacant  for  more 
than  5  years  or  10  years,  if  there  are  complexes  that  are  80  percent 
vacant  or  75  percent  vacant,  if  there  are  complexes  where  the  eco- 
nomics of  them  are  plundering  the  Federal  treasury,  if  there  are 
public  hearings  in  the  community,  if  there  are  surveys  where  the 
majority  of  the  tenants  say,  'Tes,  we  think  it  should  go." 

Then  it  cannot  be  done  in  a  vacuum,  so  that  the  wrong  people 
would  not  make  the  wrong  decisions,  but  there  can  be  a  joint  proc- 
ess with  the  local  government,  the  tenants,  HUD,  and  others,  that 
would  look  at  it  from  a  business  point  of  view  and  a  practical  point 
of  view. 

I  think  if  the  legislation  were  modified  to  say  "flexible  if  this  hap- 
pens, I  thmk  we  forge  something  that  makes  a  lot  of  sense,  that 
It  would  stop  the  people  who  want  to  go  in  and  demolish  for 
demolition's  sake  and  then  it  would  also  help  those  that  really  need 
to  have  buildings  demolished. 

Mr.  Peterson.  If  we  had  a  hearing  on  eliminating  one  on  one  in 
my  district,  nobody  would  care  but  I  assume  that,  if  we  actually 
move  ahead  looking  at  changing  this,  we  are  going  to  get  groups 
in  here  arguing  against  this. 

Mr.  Lucas.  Yes.  There  will  be  advocates  that  will  come  and  say 
Housing  at  any  cost."  They  will  argue  the  homeless  issues,  they 
will  argue  about  the  lack  of  housing,  they  will  argue  that  the  wait- 
ing lists  are  too  long  at  certain  places,  and  they  will  say,  "How  can 
you  demohsh  housing  when  you  have  so  much  need,  apparent 
need,  but  the  apparent  need  is  focused  in  urban  areas,  in  areas 
that  are  doing  more  about  affordable  housing  than  others. 

In  Newark,  40  percent,  just  under  40  percent  of  the  housing 
stock  between  the  housing  authority  and  the  other  HUD  programs 
is  affordable  housing.  Here  is  a  community  that  has  40  percent  of 
its  housing  stock  affordable  housing. 

A  community  cannot  survive  without  a  socioeconomic  mix.  It  can- 
not survive  if  it  is  only  going  to  house  those  that  other  commu- 
nities will  not  house.  We  say  that  some  other  communities  need  to 
do  their  fair  share.  There  should  be  some  dispersement  There 
comes  section  (8)'s.  Mavbe  section  (8)'s  will  come  in. 

Most  of  our  people  that  are  on  our  waiting  list,  which  is  a  large 
waiting  hst— not  as  large  as  Boston's— we  have  surveyed  the  wait- 
ing list.  They  do  not  want  to  live  in  highrise  family  housing  They 
want  to  live  in  townhouses.  They  want  to  live  in  less  dense 

We  have  a  55  percent  rejection  rate  and  the  people  on  our  wait- 
ing lists  are  supposedly  in  need,  dire  need  of  housing  and  they  say 
at  a  55  percent  rate,  "No,  we  do  not  want  to  live  there;  we  would 
rather  stav  where  we  are  or  live  in  the  townhouse,"  so  I  think  the 
people  will  tell  us  what  they  really  want 

Mr.  CORTIELLA.  Mr.  Chairman,  I  beg  to  differ.  One-for-one  re- 
placement really  is  not  the  problem.  Let  me  advocate  on  the  other 
side.  It  IS  a  compendium  of  other  issues  associated  with  one  on  one 
which  creates  the  complexities  of  you  trying  to  replace  it 
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I  am  a  firm  believer  that  we  have  the  need  there.  I  have  almost 
20,000  families  on  my  waiting  list.  I  have  not  closed  that  one  down. 
There  are  600  new  applicants  per  month  in  the  city  of  Boston  just 
for  public  housing.  That  is  600  new  families  per  month.  Then  I 
have  the  need  there. 

What  occurs?  For  me  to  make  a  decision  on  demolishing  a  build- 
ing is  not  an  easy  one  because  I  cannot  replace  it.  I  do  not  have 
the  funds  to  be  able  to  construct  somewhere  else.  Site  and  neigh- 
borhood standards  impact  dramatically  on  it  because  of  the  redlin- 
ing effect  which  that  policy  has  in  poor  neighborhoods. 

This  is  hard  because  site  and  neighborhood  policies  require  that 
I  build  in  nonimpacted  areas.  There  was  land  in  nonimpacted 
areas.  Two,  if  I  were  to  try  to  acquire  land  in  nonimpacted  areas, 
the  land  costs  would  be  prohibitive  and  would  be  contrary  to  other 
HUD  regulations  on  acquisition  costs.  It  is  not  an  easy  one. 

One  on  one  is  not  the  issue.  The  issues  are  a  whole  host  of  other 
regulations,  interpretations  of  policies  which  are  not  permitting  us 
to  De  able  to  have  sensible  housing  policy  for  low-income  people. 

Mr.  Peterson.  I  have  to  go  hear  about  Canadian  wheat  so  I  am 
going  to  brin^  this  hearing  to  a  close.  We  appreciate  very  much 
your  being  with  us,  your  patience,  and  taking  the  time,  and  we 
will,  I  am  sure,  revisit  this  topic  again  in  the  not-too-distant  future. 

Thank  you  very  much.  The  subcommittee  stand  adjourned. 

[Whereupon,  at  1:55  p.m.  the  subcommittee  adjourned,  to  recon- 
vene subject  to  the  call  of  the  Chair.] 
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